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three years.) Six years’ approved professional 
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articles. Exemption from the Preliminary Exam- 
ination is granted on production of certain 
educational certificates. 
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a specific university degree and the professional 
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All candidates must pass the Intermediate and 
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the Council of the Society of Incorporated Accountants. 


= 
i 
of 
Wy 
x 


An Invitation 


to members of the Accountancy and Legal Professions and 


to Accountants and Executives in Industry and Commerce 


concerned with the subject of Taxation. 


Sixth Annual 


TAXATION 


Conference 


EDINBURGH 


CHAIRMAN: 
Mr RONALD STAPLES 


INPRODUCTION 


Arrangements have been made to hold the Sixth Annual Taxation Conference at Edinburgh 
during the period Friday, September 28th, until Monday, October Ist, at which distinguished 
speakers will give addresses on the various phases of the Law, Practice and Incidence of 
taxation, and opportunities will be given for questions. 

Organized by Taxation, the Conference is open to all members of the accountancy and 
legal professions, and to those executives responsible for taxation in the industrial and com- 
mercial field. The previous Conferences have demonstrated the value of these unique 
opportunities to hear the leading experts in the various phases of the subject. 

Preparations for the Conference, including special attractions for the ladies, are well 
in hand, and those attending can be assured of a warm welcome at Edinburgh. 

A nominal contribution of one guinea per person towards the Conference expenses will 
be asked from those who attend the Conference. No further charge whatsoever will be made, 
and all social functions, including tours etc., will be free. Those who attend, therefore, will 
only be required to pay for accommodation and travel. 

On this occasion special travel arrangements are being undertaken by Messrs Dean & 
Dawson and detailed particulars of both rail and air services available can be sent on applica- 
tion. We would point out that early completion of the travel order form is necessary for those 
who wish to take advantage of these arrangements, as it is essential for us to reserve special 
coaches or planes well in advance. 

Owing to the extremely large response to preliminary announcements, it is suggested 
that those who wish to attend should complete the application form on page four without delay, 
and so avoid disappointment, as hotel accommodation is limited. 
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2.30 p.m. 


3.15-4 p.m. 


44.30 p.m. 


8-8.30 p.m. 
Reception 

8.30—Midnight 
Dancing 


10 a.m.—12.30 p.m. 


(break for refreshments 
11-11.30 a.m.) 


11 a.m.-12.30 p.m. 


Reception 

8.30—-Midnight 
Entertainment 
Dancing etc. 


Il a.m. 


10 a.m. 


10-10.45 a.m. 


10-10.45 a.m. 
10.45-11.15 a.m. 
11.15-11.45 a.m. 
11.45 a.m.-12.30 p.m. 


12.30-1 p.m. 
10 a.m.-1 p.m. 


2.30-3.30 p.m. 


3.30-4 p.m. 


PROGRAMME 


All business sessions will be held in The Usher Hall 


FRIDAY, SEPTEMBER 28th 


SHORT INAUGURAL ADDRESS by the Conference Chairman followed 
by a Civic Welcome by the Lord Provost, City of Edinburgh, the Rt. 
Hon. Sir John G. Banks, c.B.£. It is hoped that lady visitors will 
attend these events. 
ADDRESS by Mr H. Barton, c.B.£., on Interpretation of the Income Tax 
Acts. 

Chairman: Mr lan W. Macdonald, c.a. 
QUESTIONS. 
CIVIC RECEPTION AND DANCE to be given by the Lord Provost, City of 
Edinburgh, the Rt. Hon. Sir John G. Banks, c.B.£., in the Assembly 
Rooms, to which all members and their ladies will be invited. 


SATURDAY, SEPTEMBER 29th 


OPEN FORUM: 
Questionmaster: Mr T. A. Hamilton Baynes, M.A., F.C.A. 
Panel: Mr H. A. R. J. Wilson, F.c.A., F.S.A.A., Mr Gerald S. 
Hamilton, A.c.A., Mr J. M. Cooper, A.A.C.C.A., A.C.LS., A. N. 
Other. 
FOR THE LADIES. Messrs Jenners of Princes Street, Edinburgh, have 
kindly agreed to present a special Mannequin Parade in the Adam 
Suite at The George Hotel, for the ladies attending the Conference. 
ADDRESS by Mr James S. Heaton, F.s.A.A., on Schedule E Expenses. 
Chairman: Sir Richard Yeabsley, C.B.£., F.S.A.A. 
QUESTIONS. 
ADDRESS: Recent legislation. 
Chairman: the Rt. Hon. Lord Latham, J.P., F.A.C.C.A. 
QUESTIONS. 
RECEPTION (Dance, Entertainment and Buffet Supper) given by the 
Editor of Taxation in the Assembly Rooms, to which all members 
and their ladies wil! be invited. The entertainment will include special 
Scottish features. 


SUNDAY, SEPTEMBER 30th 
A CHURCH SERVICE for Conference Members and their ladies at 
St Giles Cathedral. 


A special eighteen-hole medal round GOLF CompPETITION for the 
Taxation Challenge Cup will take place over the Prestongrange 
Course of The Royal Musselburgh Golf Club. 


MONDAY, OCTOBER Ist 
ADDRESS by Mr R. A. Snook, on Re/ationship between Inland Revenue 
and Practitioners. 
Chairman: Mr R. W. Stanton, c.B.e. 
QUESTIONS. 
Break for Refreshments. 
ADDRESS by Mr S. Paul Chambers, c.8., C.1.£., 0n Taxation and Industry. 
Chairman: Sir Bruce Wycherley, M.c., F.C.1.S. 
QUESTIONS. 
FOR THE LADIES: A coach tour of some of the beauty spots around 
Edinburgh, including the Forth Bridge and Linlithgow Palace. 
ADDRESS by Mr Percy F. Hughes, A.S.A.A., F.C.1.S., on Surtax on Com- 
panies. 
Chairman: Sir fan F. C. Bolton, Bt., 0.B.£., H.M.L., LL.D., J.P. 


QUESTIONS. 


Special facilities will be granted to all members of the Conference by the City of Edinburgh. 
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WHO’S WHO 


Mr H. Barton, c.B.£. 
Solicitor, Board of Inland Revenue, Scotland. 


Mr T. A. Hamilton Baynes, M.A., F.C.A. 
Member of the Council of The Institute of Chartered Accountants in England and Wales. 


Partner in Impey, Cudworth & Co. 


Sir Ian F. C. Bolton, Bt., 0.8.£., H.M.L., LL.D., J.P. 

H.M. Lieutenant of Stirlingshire since 1949. Member (Part-time) British Transport Commission 
since 1947. Past-President, Institute of Accountants and Actuaries in Glasgow. Past-President, 
Institute of Chartered Accountants of Scotland. 


Mr S. Paul Chambers, c.B., C.1.E. 

A Deputy-Chairman, Imperial Chemical Industries. Member of Indian Income Tax Enquiry 
Committee 1935-36. Income Tax adviser to the Government of India 1937-47. Secretary and 
Commissioner of Board of Inland Revenue 1942-47. Member of Committee appointed to 
review the organization of Customs and Excise 1951-53. 


Mr J. M. Cooper, A.A.C.A., A.C.LS. 
Taxation Specialist with Taxation. 


Mr Gerald S. Hamilton, A.c.A. 
Member of the Taxation and Research Committee of The Institute of Chartered Accountants 
in England and Wales, 1952-55 (Chairman, 1953-54). Chairman, T. & T. Vicars Ltd. 


Mr James S. Heaton, F.S.A.A. 
Member of the Council of The Society of Incorporated Accountants. Partner in Bottomley 
& Smith. 


Mr Percy F. Hughes, A.s.A.A., F.C.LS. 
Assistant Editor of Taxation. Director and Secretary, Taxation Publishing Co Ltd. 


Rt. Hon. Lord Latham, J.p., F.A.C.C.A., F.C.LS., K.ST.J. 
Lord Lieutenant of Middlesex since 1945. Leader of London County Council 1940-47. 
Chairman, London Transport Executive 1947-53. Senior partner in Latham & Co. 


Mr Ian W. Macdonald, c.A. 
General Manager, Commercial Bank of Scotland Ltd. 


Mr R. A. Snook 
Barrister-at-Law. Formerly H.M. Senior Principal Inspector of Taxes, Chief Inspector’s 
Branch, Appeals. 


Mr R. W. Stanton, c.B.£. 
The Comptroller, Inland Revenue, Scotland. 


Mr Ronald Staples 
Founder-Editor, Taxation. 


Mr H. A. R. J. Wilson, F.C.A., F.S.A.A. 
Author of books on accountancy subjects. Director of well-known coaching establishment for 
professional examinations. Partner, Wilson, Bigg & Co. 


Sir Bruce Wycherley, M.c., F.C.1.S. 
Managing Director, Abbey National Building Society since 1949. Chairman, Building Societies” 
Association 1943-46, Vice-President, Building Societies’ Institute. 


Sir Richard Yeabsley, C.B.E., F.C.A., F.S.A.A., F.S.S. 
Vice-President, The Society of Incorporated Accountants. Accountant Adviser to the Board 
of Trade. Member of Monopolies and Restrictive Practices Commission. Partner in Hill, 
Vellacott & Co. 
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APPLICATION FORM 


To THE CONFERENCE SECRETARY ‘TAXATION’ 


98 PARK STREET, LONDON, WI. 


I wish to be present at the ‘Taxation’ Conference in Edinburgh on September 28th — October 
Ist, 1956 


and to be accompanied by 


*Please send details of hotel accommodation available. 


(Note. — Normal period of stay for Conference: Noon Friday, September 28th, to Noon Monday, 
October Ist. Lunch on last day will be booked for departure late afternoon. If reservations are required 
for Thursday night, September 27th, Monday night, October Ist, or any other period, it should be 
clearly stated when booking.) 


*7 shall require garage accommodation for h.p. car. 
* Please send details of special travel arrangements with order form. 


* Please send entry form for Golf Tournament. 


Cheque for £ : Ss d, being contribution towards conference expenses at the 


rate of one guinea per person is enclosed. 
(Please make cheques payable to Taxation.) 


FOR OFFICE USE ONLY 


DATE RECD. NAME 
(BLOCK LETTERS PLEASE) 


ACKD. 


CHEQUE 
FIRM 


RECEIPT NO. 


ACCOM. 
ADDRESS 


GARAGE 


TRAVEL 


GOLF 
REF. AY/5/56 


RECORD NO. 


* Please delete where necessary. 
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You GET A PERFECT 


PICTURE OF THINGS * Huge stocks of 


| well seasoned books 
always ready. 
* Our Catalogue BB30 

| is yours 

ar: for the asking. 

| * Our Systems Dept. 

should also 

WITH interest you? 
GUILDHALL ACCOUNT BOOKS 


TOLLIT & HARVEY LTD. 


THE “RULING” HOUSE 


40 GRESHAM STREET, LONDON, E.C.2 


| TELEPHONE: MONARCH 8571 


Keyport & flecount | 


JOHN FOORD 


& COMPANY 


Established over a century 
PRINTERS 


DESIGNERS AND TYPOGRAPHERS OF 
ILLUSTRATED BALANCE SHEETS. 
FINE ART AND COLOUR PRINTERS 


VALUERS AND 
ASSESSORS 


AND NIGHT SERVICE 


Greenaways 


OF WORKS, FACTORIES 
PLANT and MACHINERY 


56 VICTORIA STREET 
LONDON, S.W.! 


Victoria 2002/3/4 


| 69 OLD BROAD STREET, E.C.2 


Telephone: LONdon Wall 7525 (20 lines) 


| | 
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LATEST EXAMINATION RESULTS 


At the Intermediate and Final Examinations of 
THE INSTITUTE and THE SOCIETY 
held in 


NOVEMBER 1955 


Pupils of 


H. FOULKS LYNCH & CO. LTD. 


again obtained 


ALL THE FIRST PLACES 


and 24 out of 34 other Honours 


At these Examinations 77 per cent of the successful Institute candidates and 
58 per cent of the successful Society candidates were pupils of the Company 


Apply for Syllabus of Tuition to The Registrar 


804 COLEMAN STREET, LONDON, E.C.2 


Telephone: MONarch 2487 


COMPANY 
FORMATION 


FOR SERVICE AND SATISFACTION HOTELS AND BUSINESSES 


PROPERTY INVESTMENTS 
you cannot do better than use one of 


the five DAVY COMPANY OUTFITS Regional Estate Offices: 
coupled with the DAVY SERVICE for 
your next company formation. London & aire ie 
Write for full details and a draft copy of cee Tel. WELBECK 0022* 
Memorandum and Articles of Association, JACEY HOUSE 
settled by Counsel, to: Hampshire & | THE LANSDOWNE 


South West | BOURNEMOUTH 


CHAS. DAVY & co. Tel. 7247* 


LIMITED 
ST. STEPHEN’S HOUSE 
Company Registration Agents Devon & | CATHERINE STREET 
West Country EXETER 
Head Office Tel. §9371* 
3-11 PINE STREET, LONDON, ECI 
Telephone Terminus 6267 (5 lines) INSPECTIONS AT SHORT NOTICE 
City Branch 


11 MASON’S AVENUE, LONDON, EC2 * Private Branch Exchange 
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Back to ‘Fiscal Policy” 
IN HIS BUDGET speech, and in his Budget, the Chancellor 
of the Exchequer showed himself a rather less out-and- 
out believer in monetary policy than his predecessor had 
been. While it had ‘‘operated with increasing effect as the 
year proceeded,” the monetary check of high interest 
rates and credit shortage had marked against it on the 
debit side “‘the increased cost of servicing the National 
Debt, including that part of it which is held abroad, and 
the time that it takes for monetary measures to achieve 
the desired results.”” And—a more emphatic reversion to 
pre-Butlerian policy—‘‘monetary policy cannot ‘go it 
alone.’ ” 

Mr. Macmillan demonstrated his faith by budgeting 
for a surplus in 1956/57 of £460 million above the line or 
on “revenue” account. A year ago, Mr. Butler budgeted 


for a surplus of only £148 million. To be sure, this year 
the revenue is buoyant, and if taxation were left un- 
changed there would be a surplus above the line of £445 
million. But the measure of his “toughness,” or his 
dependence upon fiscal policy, is shown by the Chancel- 
lor’s refusal to use any of this surplus on net tax re- 
missions—indeed, by his adding slightly to it, as a result 
of marginal re-shufflings of taxes, subsidies and allow- 
ances. If the review of Government expenditure hits its 
target, the surplus should rise by another £100 million. 

Over-all, after bringing in “‘capital’”’ items, there would 
be an estimated deficit in 1956/57 of £8 million (compared 
with one of £436 million estimated a year ago), if it were 
not for the new method of financing the nationalised 
industries from the Exchequer. This charge adds some 
£350 million to below-the-line outgoings. 


| | 
| 
B 


160 


The National Accounts— 

THE TABLE SET Out below, taken from 
the recent White Paper on the 
national income, with some adapta- 
tions, gives an income and expendi- 
ture account of the United Kingdom 
in 1955, with comparable figures for 
1954. The White Paper is Preliminary 
Estimates of National Income and 
Expenditure, 1950-1955 (Command 
9729, price 9d. net, H.M. Stationery 
Office): 


INCOME 
(£ million) 
1954 1955 

Income of employees 
and the Forces 10,217 11,050 
Professional earnings . . 266 281 

Profits of sole traders 

and partnerships and 
farmers’ incomes .. 1,399 1,421 
Profits of companies* 2,582 2,867 
Miscellaneoust 1,380 1,265 

Less Stock apprecia- 
tion 75 250 


Gross national income 15,769 16,634 


*Gross of depreciation allowances. 


+Profits of public bodies, rents, net income from 
abroad and residual error. 


EXPENDITURE 
(£ million) 


1954 1955 

Personal consumption 11,883 12,677 

Current expenditure of 
public authorities 
Capital formation: 

1954 1955 


3,137 3,198 


Fixed 

assets 2,476 2,770 

Stocks 125 350 
2,601 

Plus exports and in- 

come received from 

abroad not offset 

by imports and in- 
come paid abroad 203 87 


3,120 


Gross national expendi- 
ture (at market prices) 
Less indirect taxes 

(net of subsidies) 


17,824 18,908 


2,055 2,274 


Gross national expendi- 


ture or product 15,769 16,634 


All the figures in the table are at 
actual prices. A picture of the salient 
changes between 1954 and 1955, put 
in terms of 1954 prices (or “‘factor 
cost’) is obtained from another 
White Paper in this springtime 


flurry—Economic Survey for 1955 
(Command 9728, price Is. 9d. net, 
H.M. Stationery Office): 
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CHANGES IN EXPENDITURE AND 


SUPPLIES BETWEEN 1953 AND 1955 


£ million at 1954 factor cost 


Changes Changes 
between between 
1953 1954 1953 1954 
and | and ands and 
1954 1955 1954 1955 
Expenditure Supplies 
Consumers’ expenditure | 440 290 | Gross domestic product : 690 | +525 
Public authorities’ current 
expenditure on goods 
and services oe 25 | 55 | Imports of goods and 
Gross fixed investment: services - .. | +150 | + 350 
(a) new dwellings i 30 | — 50 | 
(b) other fixed investment | +150 +235 
Investment in stocks and | 
work in progress He: — ; +210 
Exports of goods and ser- | 
vices... .. | +245 +245 
Total change in expendi- 
ture 25 me -. | +840 | | 875 | Total change in supplies 840 4-875 


This table brings out the slacken- 
ing of the advance in production and 
the marked increase in imports last 
year. On the other side, it shows the 
pronounced expansion in investment, 
particularly in the form of inven- 
tories. As has now been pointed out 
in countless pronunciamentos, it was 
primarily because of the weight of 
investment demand upon resources 
that the inflation went ahead last 
year, despite steps taken to stem it. 
The main financial reflection of the 
over-investment—“‘over”’ in this con- 
text meaning beyond the equilibrium 
amount, not beyond the desirable 
amount—shows itself in the fact that 
for the first year since 1951, com- 
panies in 1955 had insufficient un- 
distributed profits after tax to finance 
their fixed investment and the in- 
crease in the value of their stocks. 
Undistributed profits were £1,496 
million last year, but £1,534 went 
into the two forms of investment 
combined. Consequently, companies 
could lend nothing to other sectors of 
the economy but had to make net 
borrowings from them. 


—And the International Accounts 

THE BALANCE ON our international 
current account swung last year 
about £300 million on the wrong side 


and put us nearly £150 million “in 
the red.”” The following table shows 


the main items of the account: 


Debits: £ million 
1954 1955 
Visible imports ; 3,009 3,413 
Invisible imports .. 829 974 
3,838 4,387 
Credits: 
Visible exports 2,817 3,061 
Invisible exports... 1,176 1,179 
3,993 4,240 
Current account balance*: 
Favourable os 155 
Adverse 147 


*Excluding defence aid 


The swing in the figures was 
almost the same after bringing into 
account defence aid from the United 
States, for in 1954 there was £50 
million of aid, giving a total credit 
balance on current transactions of 
£205 million, while last year aid was 
£44 million, reducing the adverse 
balance to £103 million. 

The investment and financing 
account shows that while in 1954 we 
invested abroad £201 million, last 
year we borrowed a net amount of 
£40 million. But while sterling lia- 
bilities increased in 1954 by £83 
million, they declined last year by 
£166 million. The net effect of the 
current and capital transactions com- 
bined was a small addition (£87 


|| 


million) to our gold and dollar re- 
serves in 1954, but a decline, perilous- 
ly large in relation to the total re- 
serves, in 1955—a decline, namely, 
of £229 million, bringing the total 
down to £757 million at the end of the 
year. 


Economic Homily 

FOR NINEPENCE PLAIN and sixpence 
coloured one may read all about the 
economic facts of life in inflation—but 
no, perhaps “‘all’”’ should be omitted 
from this sentence. The White Paper 
The Economic Implications of Full 
Employment (Command 9725, price 
9d. net, H.M. Stationery Office) is 
reduced to simpler terms, with pic- 
tures, in Must Full Employment 
Mean Ever-Rising Prices? (price 6d. 
net). The authors of neither docu- 
ment have been visited by the 
divine afflatus. But they produce 
lectures which give, if rather stodgily 
in the main publication and a little 
condescendingly in the other, some 
salient facts in the recent economic 
history of the country. 

When it comes to prescription, we 
are handed some platitudinous re- 
marks and further abjurations torn 
out of a pre-1951 notebook. The old 
myth, that the trade unionist might 
not seek higher wages if one pleads 
with him that by so doing he will 
merely cause higher prices, is again 
high-lighted, in defiance of the ob- 
vious truth that the union that gets 
an early wage advance will keep 
ahead of the rise in prices, at least 
for a time. The White Paper is unen- 
lightening almost to the point of 
cowardice in writing about “full 
employment” without at any point 
telling us what in the Government’s 
estimation is meant by the term. It is 
good that Mr. Macmillan’s Budget 
speech was both much livelier in its 
language and more imaginative in its 
thinking than his White Paper. But 
the popular version has some colour- 
ful drawings, including a woman 
shopper looking with a faintly 
ironic smile at a price tag altered 
from £1 to £1 10s. Od. 


International Congress of 
Accountants 

THE SEVENTH International Congress 
of Accountants will be held in 
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Amsterdam from September 9 to 13 
inclusive, 1957. The sponsoring 
bodies are the Nederlands Instituut 
van Accountants (the Netherlands 
Institute of Accountants) and the 
Vereniging van Academisch Gevormde 
Accountants (the Association of Uni- 
versity Trained Accountants). The 
two bodies have nominated a Con- 
gress Committee. 

The following subjects will be 
covered at the Congress: 

1. Principles for the Accountants’ 
Profession 

2. The Verification of the Existence 
of Assets 

3. Budgeting and the Corresponding 
Modernisation of Accounting 

4. The Internal Auditor 

5. Business Organisation and the 
Public Accountant 

6. Ascertainment of Profit in Busi- 
ness. 

The speakers at the Congress may 
use the English, French, German or 
Dutch languages. Provision is being 
made for the translation of the 
addresses by the simultaneous inter- 
pretation system, which will enable 
all present to follow the speakers in 
English, French or German. 

Further announcements, including 
information concerning the opening 
and closing dates of registration for 
the Congress, will be published later. 


Why no Domestic Gold Clause? 

IN A SERIES of decisions in the 
thirties the House of Lords estab- 
lished that a clause providing for 
payments over a long period by refer- 
ence to some measure of gold could 
be enforced in the Courts. The cases 
were all of an international nature: 
the leading one, Feist v. Société 
Intercommunale Belge d’Electricité 
[1934] A.C. 161, concerned bonds 
issued by the defendants, a Belgian 
company. The first domestic gold 
clause to come before the Courts 
reached and was rejected by the 
Court of Appeal in March: Treseder 
Griffin v. Co-operative Insurance 


Society Ltd. [1956] 2 W.L.R. 866. 
The case in the lower Court was 
reported in our issue of February, 
1956 (page 64). 

The words in question, in a lease 
dating back to 1932, were “paying 
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either in gold sterling or Bank of 
England notes to the equivalent 
value in gold sterling the rent of .. . 
£1,900.”’ The lessors, presumably by 
agreement, had never sought to 
enforce the gold clause (but had al- 
ways in their receipts expressly 
reserved the right to do so) until the 
assignment of the lease in 1953; now 
they claimed £7,505 as the rent for 
five quarters, the quarterly rent 
(measured by the price of sovereigns) 
soaring between September, 1953, 
and September, 1954, from £1,377 
10s. Od. to £1,626 17s. 6d. 

The majority of the Court of 
Appeal found the clause insufficiently 
clear to be effective, Morris, L.J., 
confining himself to technical objec- 
tions and Denning, L.J., basing him- 
self rather upon public policy. Har- 
man, J., delivered a dissenting judg- 
ment in which he agreed with the 
Lord Chief Justice in the Court 
below, that to restrict the clause to 
the nominal value expressed in it was 
vitually to strike out the words in 
question ; but whereas the Lord Chief 
Justice had measured the liability by 
the market price of gold sovereigns, 
he preferred the measure of the gold 
content of the coins, an effective 
reduction in the rent for the period in 
question of about £1,000 per annum, 
but leaving it still of course very sub- 
stantially larger than the base figure 
of £1,900. Leave to appeal to the 
House of Lords was granted. 

The case is of interest to everyone 
concerned in any way with money 
and money’s-worth. The decision 
turned on the obvious looseness of 
the clause in question, and must not 
be thought to extend into any state- 
ment of a general principle; but 
Denning, L.J., made it clear in his 
judgment that he was concerned with 
the public policy involved. He re- 
garded the domestic gold clause as 
itself an inflationary factor, and he 
seemed to distinguish it in this re- 
gard from the external or inter- 
national gold clause. With respect, it 
is hard to follow the argument: an 
internal gold clause (in future, it is to 
be hoped, better drafted) can neu- 
tralise the effect of inflation upon 
individuals but can hardly increase 
its overall effect. Lord Justice Den- 
ning’s reasoning would also put in 
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peril rental agreements geared by 
prudent landlords to a price index. 
Whether the particular gold clause 
in this case should be void for un- 
certainty is something for lawyers to 
thrash out, but the economics of gold 
clauses generally is quite another 
issue. 


The Mammoth Companies 

THERE ARE 512 public companies in 
Britain with net assets which in 
1953/4 exceeded £2.5 million. The 
National Institute of Economic and 
Social Research has classified the 
figures of 3,250 quoted public com- 
panies having their main activity in 
the United Kingdom and now lists 
the 512 largest of them in a booklet 
A Classified List of Large Companies 
Engaged in British Industry (obtain- 
able from the National Institute at 
5s.). The 512 companies are divided 
by the National Institute into 26 in- 
dustrial groups and, in addition to 
the net assets in 1953/4, there are 
given for each company the income in 
that year and the net assets and in- 
come for the following year, 1954/5. 
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Another section of the booklet gives 
the first hundred largest of the com- 
panies in order of their assets for 
1953/4. 

Asset size has been taken as “total 
net assets’—that is, total fixed 
assets at book values net of depre- 
ciation plus total current assets /ess 
total current liabilities and provi- 
sions. It follows that because of lack 
of uniformity in the valuation of 
assets, particularly of fixed assets, 
and the computation of depreciation, 
and because of the widespread use of 
historical cost accounting, precision 
cannot be claimed for the classifi- 
cation made by the National Insti- 
tute—but the fault lies with the pub- 
lished accounts. The figure used for 
income size is “total gross income,” 
defined by gross trading profit before 
deduction of directors’ fees and 
emoluments, depreciation and other 
provisions plus income from trade 
investments and securities p/us other 
income. In an issue of ACCOUNTANCY 
in which the pros and cons of in- 
cluding turnover figures in accounts 
are debated (see pages 166-8) it is 
pertinent to note that the National 


Institute regrets that it has not been 
able, because of the lack of data in 
published accounts, to base _ its 
measure of size on figures of sales. 

The first ten of the largest com- 
panies, in order, are: /mperial Chemi- 
cal Industries, Unilever, Imperial 
Tobacco Co., P. & O. Steam Naviga- 
tion Co., Courtaulds, Distillers Co.., 
Steel Co. of Wales, Dunlop Rubber 
Co., Guest, Keen & Nettlefolds, and 
Vickers. companies operating pri- 
marily outside the United Kingdom 
had also been included, the Shell Co. 
would have been first in the list in 
size and British Petroleum would 
have been third. 

A useful table drawn from the 
information in the booklet is given 
below. 

Out of the 512 large companies 
there are 47 “‘giant”’ ones with over 
£25 million of net assets in 1953/4. 
Some idea of the degree of concen- 
tration in British industry can be 
gained from the fact that in 1953/4 
these 47 companies had 46 per cent. 
of the net assets of all the 512 com- 
panies and obtained 46 per cent. of 
the total income. 


TOTAL COM- 
| SIZE GROUPS ACCORDING TO NET ASSETS—1953/54 PANIES WITH 
.1 million— £5.1 million— £2.6 million— £2.5 in 
INDUSTRY GROUP Over £25 million £25.0 million £10.0 million £5.0 million 195: 
Number  Income/ Number Income, Number Income/ Number Income Number Income/ 
of asset of asset of asset of asset of asset 
companies percentage companies percentage companies percentage companies percentage companies percentage 
Building ‘materials, etc. 1 30 2 22 | 6 20 4 24 13 24 
Chemicals and allied trades 3 18 9 19 6 24 13 18 31 18 
Iron, steel and other metals 7 18 7 i) } 8 21 21 21 43 18 
Shipbuilding 4 15 ! 18 5 22 10 17 
Non-electrical engineering 2 17 4 23 12 25 26 26 44 22 
Electrical engineering, etc. 5 21 7 17 9 24 12 25 33 21 
Vehicles and accessories 3 30 9 31 5 29 12 27 29 30 
Other metal ase etc. 1 1s ! 17 6 21 6 20 14 18 
Cotton . 1 9 ms 1s 6 17 5 17 14 13 
Wool - 1 16 3 21 4 23 x 20 
Other textiles : 3 23 3 14 2 14 1S 2! 23 21 
Clothing and footwear - 1 9 1 14 7 17 9 14 
Food eo 2 16 x 25 7 2! Xs 24 25 22 
Drink 3 16 12 14 12 12 23 14 50 14 
Tobacco .. 1 18 3 17 - 4 18 
Paper and printing ‘ 1 16 10 23 17 1S 19 31 20 
Other manufacturing ind industries ne 1 20 - 18 5 23 12 20 
TOTAL MANU FACTURING | INDUSTRY 34 19 83 19 95 20 18! 21 393 20 
Building ar and contracting - - - 2 SI 2 8 a4 36 
Wholesale distribution 1 x 4 17 6 22 12 16 23 17 
Retail distribution 4 29 7 20 6 19 7 23 24 24 
Entertainments and sport 1 16 1 12 - 2 13 4 15 
Land and property - 3 7 5 7 1 7 19 | 
Catering and hotels 1s - 4 1 14 
Shipping ; 4 15 5 22 4 14 1 14 24 17 
Other transport and communications 1 il 1 17 1 21 7 19 10 16 
Other services 14 - - - 14 6 14 
TOTAL ‘BUILDING, DISTRIBUTION 
and OTHER SERVICES .. i 13 18 21 18 24 19 6l 14 119 18 
TOTAL ALL GROUPS 47 19 104 19 119 20 242 19 512 19 


Income asset 
percentage 


100 largest companies: 


(a) by 1953/4 asset size 
(b) by 1953/4 income size 
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A Revolution in C.A.s’ Education 
rHE DOMINANT SUBJECT at the recent 
annual general meeting of the Insti- 
tute of Chartered Accountants of 
Scotland was the endorsement by the 
council of the report of a special 
committee of the Institute on the 
examination and training of appren- 
tices. The committee worked for 
three years and it has produced 
proposals some of which, to use the 
term used by Sir lan Bolton, the 
retiring President, in his valedictory 
address, are “revolutionary,” even 
for a body which, unique among the 
accountancy bodies, already _re- 
quires its students to attend a uni- 
versity in their part-time and pro- 
vides tutorial classes for its own 
examinations, 

The examination syllabus, it is 
recommended, should be recast into 
five parts, one to be taken in each 
year of the apprenticeship. In the 
recasting, some new subjects, of 
which “precis writing, correspon- 
dence, agenda and minutes, and the 
meaning and use of business terms” 
and “estate duty” are the main ones, 
would be newly introduced (in in- 
cluding estate duty, the committee 
has “had in mind that questions on 
death duties have been set in the 
examinations of the Institute of 
Chartered Accountants in England 
and Wales and of the Society of 
Incorporated Accountants for a 
number of years’). There would be 
greater emphasis than heretofore on 
management accounting. But, essen- 
tially, it is the regrouping of the 
syllabus into the five parts, rather 
than changes in the subjects, that 
is the salient feature of this portion of 
the recommendations. 

The programme of training and 
examinations would, under the pro- 
posals, be related to the university 
year starting in October. The exam- 
inations would be held in May and 
September (instead of May and 
December as at present), the second 
of these examinations being mainly 
for those who had failed or, because 
of illness or similar reason, had not 
presented themselves at the first. 

The most far-reaching proposal is 
that the prescribed university classes 
in accountancy and business method, 
law and economics should be taken 
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together during an academic year of 
say, nine months; during this time 
the student would be granted leave 
of absence from his master’s office 
and would attend the university 
full-time. This whole-time university 
period would normally fallin the third 
year of a five-year apprenticeship. 
At the end of the academic year, the 
candidate would be examined at 
degree standard in law and eco- 
nomics, and the Institute would not 
examine at all in those subjects. The 
committee considers that its pro- 
posal will avoid the defects that it 
finds in the present system of pre- 
scribed part-time training in a uni- 
versity. The section of the com- 
mittee’s report setting out these 
defects could well be studied by all 
who consider that the development 
of accountancy education in England 
and Wales lies in the direction of 
part-time attendance at a univer- 
sity. Summarised, the main defects 
are stated to be: 

(a) that the times of university 
classes vary from centre to 
centre, some being in office 
hours and some outside office 
hours. If they take place during 
office hours, the employer suf- 
fers inconvenience; if outside 
office hours, the student is put 
to excessive strain; 

(b) there is insufficient time for 
wide reading and “cramming” 
is encouraged ; 

(c) practitioners outside the uni- 
versity cities cannot obtain— 
or, at least, retain—appren- 
tices. 

But the committee takes a more 
positive and enlightened line than 
one that simply seeks avoidance of 
these defects. It says: 


As in every other profession there 
is continual extension of the field of 
study, both by the addition of new 
subjects to the examination syllabus 
and by a widening of the scope of the 
subjects in the syllabus . . . It has 
become more than ever impracticable 
for the whole field of study to be 
covered by an apprentice’s practical 
training and for success he un- 
doubtedly needs much more “‘book- 
learning’ . . . . The committee is 
convinced that practical training in 
the master’s office is as vitally im- 
portant today as ever it was, but it is 
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also convinced that the time has come 

for making a new approach to the 

problem of the apprentice’s theoreti- 
cal study ... A stage has been reached 

. where the combined strain of 
office work and class study is ex- 
cessive .. . they (apprentices) must be 
allowed more time for study either 
piecemeal during office hours or by 
way of a period of absence for full- 
time study. Having fully considered 
these alternatives, the committee is 
satisfied that the second is much 
preferable. 

Much work remains to be done 
before members of the Institute 
are invited in a special general meet- 
ing to follow their committee and 
council in these far-sighted and 
thought-provoking plans. 


The Accountant as Advocate 

A READER HAS challenged a view 
expressed by Mr. H. Major Allen in 
his paper Advising on Taxation at the 
Incorporated Accountants’ Course at 
Cambridge last autumn. As reported 
in ACCOUNTANCY for October, 1955, 
(page 379), Mr. Allen suggested that 
before the Commissioners the ac- 
countant’s duty was the same as that 
of counsel for the defence in a 
criminal case. As advocate, he should 
argue his client’s case with all pos- 
sible vigour, neither expressing his 
personal beliefs or disbeliefs in the 
statements he puts forward, nor 
advancing any explanations which 
his client has confessed to be untrue, 
but leaving the weighing of evidence 
to the Commissioners. 

Our correspondent quotes his own 
experience, when as a witness in the 
High Court he was required to give 
his own opinion on documents which 
he had compiled from information 
supplied to him by one of the parties. 
He also refers as an analogy to the 
weighty dissenting judgment of 
Denning, L.J., in Candler v. Crane, 
Christmas & Co. The position of the 
lawyer was there distinguished from 
that of the accountant, on the ground 
that the accountant was always called 
upon to give his personal opinion on 
whether the accounts presented gave 
a true and fair view. 

Mr. Allen observes that the diffi- 
culty is practical rather than legal. 
It occurs because in a tax appeal 
an accountant frequently has a dual 
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role, being both witness and advo- 
cate. In so far as he acts as witness 
and expresses any opinion on the 
accuracy of accounts, he must say 
only what he believes to be true. But 
when presenting his client’s case he is 
not called upon—or indeed, in Mr. 
Allen’s opinion, entitled—to express 
his personal belief or disbelief in the 
evidence given by his client or by any 
other witness. 

In cases before the Commissioners, 
writes Mr. Allen, it may well be 
difficult for the accountant to dis- 
sociate one of his roles from the 
other. Further, even if he does 
not purport to give evidence as a 
witness, his certificate on any ac- 
counts produced to the Commis- 
sioners must be regarded as contain- 
ing an expression of his own opinion. 
In difficult cases, in which the ac- 
countant must necessarily present 
accounts to the Commissioners or 
give evidence before them, continues 
Mr. Allen, it may be wise for the 
conduct of the appeal to be in the 
hands of some other person, such as 
a solicitor or Counsel. Reference 
may be made to the observation of 
Harman, J., in Kilburn v. Bedford (Ch. 
October 14, 1955, T.R. 245): “This 
accountant obviously did not feel it 
his duty to act the part of an advo- 
cate ... So far as he was an account- 
ant it was not his function to appear 
in another capacity.” 

It seems to us that an accountant 
should try to avoid putting himself in 
the awkward position of having to 
act as both witness and advocate. It 
is preferable that normally he should 
appear as advocate only in the most 
straightforward cases. If there is a 
possibility of a case going further 
than the Commissioners, Counsel 
should usually be briefed to appear 
before the Commissioners and not 
at some later stage. 


New President of the Scottish 
Institute 

MR. GEORGE INNES STEWART, M.C., 
c.A., has been elected President of the 
Institute of Chartered Accountants 
of Scotland for 1956/57. Mr. Stewart 
is senior partner in the firm of Martin 
Currie & Co., of Edinburgh. He had 
a distinguished record in the first 
world war, being wounded and 
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twice decorated and serving 
with the Black Watch in the Ninth 
(Scottish) Division. He plays a 
prominent part in public and political 
affairs in Edinburgh. 

Mr. James Thompson Dowling, 
C.A., a partner in the firm of Thom- 
son McLintock and Co., of Glasgow, 
is the new Vice-President. 


Shorter Notes 


Trustees to Remain Confined 

We reported in our January issue (page 
3) that the Government refused its 
support to Sir Eric Errington’s Private 
Member’s Bill for extending the range 
of trustee investments. The bill failed to 
complete its second reading in the 
House of Commons last month after the 
Financial Secretary to the Treasury had 
said that the Government, while not 
approving the Bill in the form it was 
offered to the House, would eventually 
being in legislation to amend the Jaw 
relating to trustee investments. To 
judge from the announcement of its 
policy made by the Government last 
August (see ACCOUNTANCY, September, 
1955, pages 331/2) this legislation will 
widen only indirectly and in a restricted 
way the scope of investment accorded to 
charitable trustees. 


Monopoly Inquiry into Tea 

Sir Richard Yeabsley, C.B.E., F.C.A., 
F.S.A.A., Vice-President of the Society of 
Incorporated Accountants, is one of the 
members of a group of the Monopolies 
and Restrictive Practices Commission 
inquiring into the supply of tea. The 
chairman is Sir David Cairns, Q.c. 


President of the Netherlands Institute 
Professor A. M. van Rietschoten has 
been elected president of the Neder- 
lands Instituut van Accountants. He is 
Professor of Accountancy in the Uni- 
versity of Amsterdam and a partner in a 
practising firm of the city. Professor van 
Rietschoten is Vice-President of the 
Congress Committee for the Interna- 
tional Congress of Accountants to be 
held in Amsterdam next year. 


New Hospital Costing System 
A new costing system for hospitals 
has come into effect. The system is 


based on the main recommendations of 
the working party on hospital costing, 
whose report, published last July, was 
commented upon in an Editorial article 
in ACCOUNTANCY for September, 1955 
(page 334). 


Cost of Distributing Coal 

A committee has been set up by the 
Minister of Fuel and Power to inquire 
into the cost of distributing coal. Its 
terms of reference are: “to ascertain 
what are the various items which make 
up the difference between the prices 
received by producers of coal, coke and 
manufactured fuels in Great Britain and 
those paid by inland consumers; to 
investigate the merchants’ distribution 
costs and profit margin in respect of 
these supplies and to make recommen- 
dations.” The same committee will carry 
out a similar inquiry for Northern 
Ireland, at the request of the Minister 
of Commerce of Northern Ireland. The 
Chairman of the committee is Sir 
Thomas Robson, M.B.E., M.A., F.C.A., a 
past President of the Institute of Char- 
tered Accountants in England and 
Wales. 


Hire Purchase Statistics 

The total of hire purchase debt at the 
end of December last was in excess of 
£450 million, it is estimated from new 


statistics collected by the Board of 


Trade. Taking the weekly value of sales 
on hire purchase through retailers as 
100 for December, 1955, in October, 
1955, it had been 119 and in January, 
1956, it was only 69. For credit extended 
in the calendar months by finance 
houses the indices were:—October, 
1955, 125; December, 1955, 100; and 
February, 1956, 122 (provisional). 


Transport in Singapore 
The Commission of Inquiry into the 


Public Passenger Transport System of 


Singapore, of which the chairman was 
Mr. L. C. Hawkins, F.s.A.A. (a council 
member of the Society of Incorporated 
Accountants), has reported. Its main 
recommendation, among a number, is 
that passenger transport should be uni- 
fied in a single undertaking. A specially 
constituted public authority would 
afford the form of public ownership 
most suitable to the Singapore Govern- 
ment’s object of nationalisation. The 
only alternative to immediate nationali- 
sation would be a statutory limited 
liability company, financed partly by 
the Government and partly privately. 
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How one man 
solved a 
double problem 
for a famous 
department 


store 


O Schofields of Leeds, mailing 
monthly statements promptly to 
customers became a pressing problem in 
their constantly expanding business — 
moreover, filing space for sales dockets 
took up large areas of valuable shelving. 
They called in Mr. Tipping, of Bur- 
roughs, who, together with Mr. Ambler, 
Director and Secretary of Schofields, 
worked out a comprehensive plan based 
on Burroughs equipment, including 
Microfilm. 

Now Schofields’ statements go out 
proven, accurate and complete on ex- 
actly the right day throughout the month 
in a regular cycle. 

The new statement is as modern as the 
equipment-—instead of an abbreviated 
extract of debits and credits the customer 
now gets the full story of each transac- 
tion, together with a summary giving all 
charges and credits, whilst Schofields 
have more accurate information of their 
accounting position, a considerable sav- 
ing in staff and space, and the great 
benefit of having satisfied customers 
paying their accounts regularly and early 
with the minimum of queries. 

Whatever your business, if you have 
an accounting problem, the Burroughs 


Mr.H. 7. Tipping, the Burroughs man (on the left), discusses with Mr. Ambler, Director 
and Secretary of Schofields, the new system, based on Burroughs equipment, that 
they worked on together for speeding the preparation of customers’ monthly statements, 


mancan help you. Backed by Burroughs’ 
world-wide experience, he will make a 
full analysis and suggest the most econo- 
mical workable solution. If he thinks no 
change advisable, he will say so; if he 
does recommend a change, he will make 
a detailed plan and help you get it work- 
ing smoothly. He will see that you always 
get full benefit from your Burroughs 


FOR SPECIALIST ADVICE ON MODERN ACCOUNTING METHODS 


CALL IN THE €jurroughs MAN 


machines. Call in the Burroughs man —- 
you're committed to nothing. His advice 
is free. 

Burroughs make the world’s widest 
range of business machines. You'll find 
your local Burroughs office in the tele- 
phone book. Burroughs Adding Machine 
Limited, Avon House, 356-366 Oxford 
Street, London, W.1. 
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METROPOLITAN COLLEGE 


aay xpi TRAINING At the C.A. and S.A.A. Examinations Students of the 
or the examinations of the 
INSTITUTE AND SOCIETY Metropolitan College have gained more than 
Association of Certified 
and Corporate accomans SUCCESSES 
waaay eg wae and more than 350 HONOURS, Prizes and Medals 
Chartered Institute of including 


B.Sc.con LLB. (Lond) 06 FIRST PLACES 
poner rl 65 Third and Fourth Places 


ACCOUNTANCY 
The Metropolitan College provides * * * 


expert postal tuition for the above so - 
: a * WRITE TODAY for a free copy of the College ‘‘Accountancy’’ Prospectus 
eee ere ee to the Secretary (A3) METROPOLITAN COLLEGE, ST. ALBANS, OR CALL: 

30 QUEEN VICTORIA STREET, LONDON, E.C.4. (Telephone: City 6874). 


Established 1910 METROPOLITAN COLLEGE 


STALBANS 


IT CANT HAPPEN TO YOU 


Because you refuse to be rushed, and particularly because either you or one 
of your partners personally handles all your firm’s work. And the firm, in 
consequence, doesn’t make mistakes. How could it? 


Now, if you had allowed yourself to be rushed by postwar conditions, then 
risk of Error or Omission would arise. In which case, you would naturally 
cover such risk, and possible legal consequences by insuring through Muir 
Beddall & Company Limited, who have long and specialised experience of 
this risk. 


But, as it is, it can’t happen -. « e OR CAN IT? 


MUIR BEDDALL & COMPANY, LIMITED 


Specialists in Indemnity Insurance 


37 GRACECHURCH ST., LONDON, E.C.3 
Telephone: MANsion House 3414 (16 lines) 


ALSO AT MANCHESTER, PARIS, MONTREAL, TORONTO AND SALISBURY, RHODESIA 


In sending for a specimen copy of policy and complimentary copy of “LIABILITY of ACCOUNTANTS 
for NEGLIGENCE,” please state number of partners and staff. 
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EDITORIAL 
The Savings Budget 


note. “‘Nothing,” he said, “is more important 

than an accumulation of savings.” And he set 
about encouraging the accumulation. In the first place the 
Government itself is to be, if not a saver in the true sense, 
then at least a depository for the forced savings of the 
citizens—if, again, the word “‘forced” may be used with- 
out negating the word “‘savings.” The Chancellor put his 
estimated surplus for the year on revenue account, 
at its lowest, at £460 million, and it may well turn out 
to be very much more. To produce it Mr. Macmillan 
had sternly to resist any temptation to reduce taxation: 
indeed, far from making any inroads into the surplus of 
£445 million that he would have had from existing taxes, 
he decided—we do not know whether at this point he 
took a sip of the famous brown-coloured beverage—that 
“the surplus must be fortified.” He decided, in other 
terms, that the inflation could be more hopefully fought 
by a large slice of “‘public savings,” which would pretty 
certainly be secured through high taxation, than by an 
expansion of production, which might or might not 
result ftom a lowering of taxes. There is more economic 
philosophy of a Crippsian kind here than many com- 
mentators have seemed aware of. 

It is true that what would otherwise be an approximate 
over-all balance disappears on the decision to finance the 
nationalised industries by advances from the Exchequer, 
instead of by bank loans: some £350 million is thus 
added to the below-the-line deficit in the Budget. But 
what the Exchequer now lends, the rest of the economy 
saves. If the change does indeed prove to facilitate fund- 
ing of floating debt by the Treasury, as it well might by 
enabling it to time more propitiously the approach to the 
market for longer-term issues, the move will have been a 
good one. It will not affect savings, but it might help to 
fund some of the short-term debt—a factor that could 
tend towards disinflation. _ 

Perhaps the reason why the Chancellor’s heavy re- 
liance upon public saving through taxation has been so 
generally overlooked is that he cunningly turned the 
limelight on his various plans for stimulating personal 
savings—and it has been on these plans ever since 
Budget day. Not that they are undeserving of the public 
attention, nor that the Chancellor is undeserving of 
thanks and congratulations for planning, in an imagina- 
tive as well as in an orthodox way, to encourage the 
voluntary saver. The exemption from income tax of the 
first £15 of interest in any one person’s account in the 
Post Office or a Trustee Savings Bank, and the raising of 
the interest on National Savings Certificates and Defence 
Bonds, are the most conventional parts of his proposals 
directed towards the time when “the habit of saving 
has been... rebuilt and reinforced.”’ Perhaps because 


Moe MACMILLAN has made “savings” the key- 


of their conventionality, it may be doubted whether in 
the near future these moves will do much more than 
push funds out of cash balances and bank deposits into 
National Savings. If nothing more than this transfer 
occurs, savings as a whole will not have expanded, but the 
substitution of the less liquid assets for the more liquid 
ones would nevertheless lessen the threat of increased 
spending in the future and would therefore be accounted 
to the Chancellor for economic righteousness. 

The most unorthodox and dramatic of the Chancellor’s 
schemes for promoting voluntary saving is the national 
“lottery,” as the ordinary man will clearly persist in 
calling the new Premium Bonds. On the moral issue of 
whether the State should enter into competition with the 
football pools, opinion is bound to be sharply divided. 
Moral implications apart, the economic test of Mr. 
Macmillan’s innovation will be solely its success or other- 
wise in adding to the total of savings. 

From the personal viewpoint of the professional man, 
the most welcome and most important part of the plans 
is the tax relief on provisions for pensions for the self- 
employed and others outside the pension schemes. But not 
from his limited viewpoint alone, for it is probable that 
here is the most powerful of all the encouragements to 
savings. Within a year or so a really large flow of new sav- 
ings might come from the newcomers to pension schemes 
and policies. Premiums up to £500 a year or (if less than 
that figure) 10 per cent. of the annual income, paid to pro- 
vide a deferred annuity on retirement, will be relieved of 
income tax and surtax. It is a pity that one’s approbation 
of the Chancellor for responding to the recommendations 
of the second Millard Tucker Committee and the Royal 
Commission on Taxation has to be tinctured with some 
words of criticism for not responding quite whole- 
heartedly enough. It is to be a condition of tax relief that 
the benefits secured by the premiums are to be payable 
as annuities and not as lump sums. So though social 
justice is done to the extent that the self-employed are at 
last to be helped to provide for their own retirement, it is 
not done to the extent of putting them on rough parity 
with employees having rights in a pension scheme or 
holding a “top hat’’ assurance policy, for almost all these 
favoured persons can obtain tax-free capital sums on 
retirement. The Millard Tucker Committee suggested 
that the self-employed should be entitled to take out 
£10,000 as untaxed capital, the Royal Commission said 
“£2,000.” It seems unjustified that the Chancellor should 
say “nothing at all.”” Another point on which the Budget 
proposal stops short is that it allows no increase in the 
limit of annual premiums relieved of tax for the older 
man who must put aside bigger sums to secure an ade- 
quate annuity on retirement. And one must await the 
Finance Bill to see how benefits are to be taxed. 
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Our contributors argue for and against the inclusion of 
turnover figures in published accounts. Readers, who are 
the arbiters in the debate, may care to let us know 

their verdict. 


Should Turnover be Disclosed ?— 


Yes !— 


by a Financial Journalist and a Practising Accountant 


THE PROBLEM WHETHER turnover figures should be pub- 
lished is one that very closely concerns the economist 
and the investor. On this question their angle of vision 
coincides. 

Two points, related to each other, must be admitted at 
the outset. First, if a sales figure is published, to be of any 
real use it must be backed by a gross trading account, 
showing costs broken down into their principal elements 
—wages, transport, bought-in raw materials and so on. 
Second, the time and work involved in_ prepar- 
ing and presenting the gross trading account would 
seem to be heavy. But are not exactly these sorts of 
accounts prepared for internal management purposes? If 
they are, then the bother of setting the details out in a 
public document cannot be really onerous. 

What is the angle of vision of the economist and the 
investor? It is surely that through the capital market the 
investor makes a rational choice of investment oppor- 
tunities and thus ensures that the economic resources of 
the country are directed and deployed in the best manner 
possible. Here one of the investor’s guide-ropes is earn- 
ings. In making his choice and in examining the course of 
stock market prices the investor leans on the prop of 
published information of public companies. The more he 
knows the more informed and rational his investment 
policy will be. Without sales figures he has to rely on the 
weak prop of the relative changes in “profits” from one 
period to another. With them he can form far safer and 
sounder judgments on profit margins, the trend in costs, 
the influence of prices and movements in sales. Rational 
investment requires—indeed, almost demands—full dis- 
closure. 

It is no rebuttal of this argument to say that because 
investors behave irrationally sales figures and a gross 
trading account need not be published. Some investors 
do indeed rely on intuition and take account of factors 
other than published information about company affairs. 
But unless it is assumed that investors make a deliberate 
and rational effort to invest their funds in the most 


profitable directions, the capital market cannot be said 
to have a true economic function. And if it has no eco- 
nomic function, there would hardly be any need to pub- 
lish any figures at all! 

Interest in the profits, assets and sales of corporate 
enterprises is not confined to investors. The figures 
enter into any study of the national income or capital. 
The trend in profits and sales is one element that must 
be weighed in forming broad economic policy. The 
analysis of profits is a useful tool, for instance, in studying 
the formation of savings. And it has to be admitted that the 
study of profits is a weak element in British economic 
statistics. One of the reasons why it is so weak is that the 
statisticians do not have enough material to work on. 
From this point of view, too, detailed publication of a 
gross trading account would be invaluable. 

These are positive arguments in favour of full disclo- 
sure. But the arguments against the publication of sales 
figures must be examined as well. The most usual one is 
that a company publishing a figure of sales will help its 
competitors. But is a rough indication of profit margins 
or of additions or declines in sales really of much assist- 
ance to competitors? And, even granted that it is, surely 
all that results is a sharpening of competition. From the 
economist’s vantage point—but ‘surely not from his 
alone—that is just what is wanted. 

It is difficult to take this competitive argument seriously 
when almost without exception companies in the United 
States publish turnover figures. If they manage to do so 
without destroying their competitive efficiency, what is to 
stop British companies following their example? In the 
United States, the publication of figures on sales has 
been established by custom. It is not demanded by law. 
But, as with the publication of quarterly reports, it is one 
of the conditions for a listing on the New York Stock 
Exchange. Yet it should be noted that this rule need not 
be applied inflexibly. Custom requires publication and 
the onus is on the company to prove that it would be 
misleading and not in the best interests of the company 
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and investors to publish its turnover figures. Such a 
sensible procedure, giving in the exceptional case the 
company the chance to opt out, has much to commend 
it—even on this side of the Atlantic. 

It is often contended that a single turnover figure is 
meaningless if the company is engaged in more than one 
industry or is making more than one product. That is 
certainly true. But there is only a handful of companies 
so diversified that it would be impossible to split sales and 
profits into, say, no more than six component parts: the 
principal industrial divisions of many companies would 
be even fewer. An examination of accounts in the United 
States shows that this division of turnover figures is 
frequently published over there. In this country, it is 
made known by Unilever. 

There are several other British companies setting a 
good example by publishing turnover figures and a gross 
trading account, though without subdivision into parts. 
Some, such as Ford, Vauxhall and Monsanto Chemicals, 
are under American influence. Others, such as Tate and 
Lyle, bulk large in their particular sphere of business. 
Others do so simply, it seems, because the directors feel 
that shareholders should be fully informed about the 
affairs of their company. A recent welcome addition to the 
list of companies publishing these figures is the batch of 
accounts presented by the denationalised steel companies. 

More, many more, should join these ranks. It should 


—__No! 
by an Accountant in Industry 


THE “REACTIONARY” IS an unpopular figure these days, 
when it is regarded as progressive to provide an increasing 
volume of figures for the bemused contemplation of a 
reluctant public. Resistance to the publication of sales 
figures is by many regarded as reaction in its most 
virulent form, and it will not be enough to rebut the argu- 
ments in favour of their publication; an attempt must be 
made to show that progress lies in other and better ways. 
First, however, to prepare a defence against two-pronged 
attack in favour of publication of sales figures. This is 
broadly based on assertions that: 
(i) compliance with the Companies Act demands their 
publication, and 
(ii) economists and investors (pleasantly though per- 
haps not realistically linked) wish to see sales 
figures for their several purposes. 


not, perhaps, be forced upon companies by a change in 
law but should come through the force of custom. In- 
deed, it is perhaps arguable that, broadly interpreted, the 
law already requires publication of figures of turnover. 
The obligation upon the auditor to include a reference 
in his certificate on whether a profit and loss account 
shows a “true and fair view” of the profit or loss was 
imposed by the Companies Act of 1948. Sub-Section 
149 (1) requires that a profit and loss account shall give a 
true and fair view of the profit or loss for the year and 
sub-Section 149 (2) that the account must comply with the 
requirements of the Eighth Schedule. But sub-Section 
149 (3) provides that compliance with the Ejighth 
Schedule shall be without prejudice to the obligation im- 
posed by sub-Section 149 (1). Putting the point another 
way, it is not sufficient merely to follow the Eighth 
Schedule—to follow it is merely ancillary to the dominant 
obligation to present a “true and fair view.”’ Is it not 
open to argument whether there can be such a view of 


anything unless a main feature of the subject matter, or 


issue under consideration, is presented? It may be readily 
admitted that of all the constituents of profit and loss, 
turnover is a main feature and therefore at the root. 
How, then, is it possible to say that a true and fair view 
is offered if this figure is not apparent but is merged with 
other items and the arithmetical balance only is pre- 
sented? 


The Companies Act 

The Companies Act of 1948 lays down that the profit and 
loss account shall show a true and fair view of the profit 
for the year. It might fairly be claimed that this expression 
is meaningless in the absence of a definition of the word 
“profit,” but accountants conscientiously attempt to 
comply with the provision according to their differing 
views on the matter. The Act does not lay down, however, 
that the accounting processes involved in the computa- 
tion of the profit shall be shown in the accounts, since 
to show these processes is, or rather should be, unneces- 
sary. Some figures of income and expenditure have, it is 
true, been selected for publication, but clearly in nearly 
all instances on the grounds that these were figures either 
directly the responsibility of the shareholders (directors’ 
and auditors’ remuneration) or open to manipulation 


as 
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(depreciation and movements in reserves). Whether, 
indeed, publication of many of these figures serves a use- 
ful purpose is neither here nor there; the point is that our 
legislators thought it would. 

While demanding detail in many unimportant ways, 
however, the Act does not specify that sales figures shall 
be shown. This fact is enough to demolish any argument 
that non-publication amounts to non-compliance with the 
Act. Even Section 149, which is widely drawn, refers only 
to one figure, the figure of profit, and those who know 
what profit is will know how to comply with Section 149 
in that respect. 


Economists and Investors 

While economists and investors were loosely bracketed 
in the opening remarks it is necessary to deal with them 
separately here. 

The economist, to whom figures are the equivalent of 
bread and butter, would clearly like to have sales figures 
published. He is not usually interested in figures for the 
business unit, however, but in aggregates, and he would 
like sales figures for individual companies so that he can 
add them up to form industrial and national totals. No 
doubt many interesting inferences can be drawn from the 
aggregates so compiled, but such figures are available 
from other sources, and—if it is not unkind to suggest it 
—we have yet to receive convincing proof that the figures 
are well used. It seems that the many figures available 
could be vitally useful if only there were always just a few 
more. 

It may be, however, that the claim for publication of 
sales figures rests not on the economist’s desire for aggre- 
gates, but on his wish to interpret the results of individual 
businesses—the City Editor’s function. Here there is some 
link with the investor. . 

The extent to which the “investor” relies on past 
results must always be doubtful. That he would be un- 
wise wholly to do so is true, and it is also true that the 
publication of sales figures would, in many instances, 
delay the publication of accounts. But, in any event, in 
what way is the investor better served by knowing the 
sales than by knowing the profits? The investor’s return 
comes from the profits (or part of them) and if he is 
equipped with a knowledge of past profits, that is all the 
history he needs to know. 

But what of the shareholder? The person to whom the 
accounts are addressed should come somewhere into this 
discussion, and any evidence that sales figures would be 
useful to him (or her) would be a powerful argument in 
favour of their publication. There is, however, no such 
evidence—nor indeed is there any evidence that the con- 
siderable amount of labour and expense lavished on the 
production of annual accounts bring any commensurate 
benefit to the owners of the companies concerned. The 
shareholder is inarticulate, and it would be too much to 
expect that he should demand the publication of sales (or 
any other) figures, but supposing he were supplied with 
them, what would he do with them? Nothing more than 
can be done with realistic profit figures. The directors of a 
company are concerned to acquaint their shareholders 
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with results, not the means by which results have been 
achieved. The means are a matter of management. 

To summarise, the economist is neither entitled, nor 
deserves, to receive sales figures, the investor (in the sense 
of the prospective shareholder) does not need them, nor 
does the shareholder. 


Disadvantages 

All the foregoing is, however, purely defensive. There are 
grave disadvantages in the publication of sales figures, 
disadvantages that must constantly be borne in mind. 

The first is the question of expense. Admittedly sales 
figures alone are only part of the story (though a con- 
siderable part), but a calculation of the cost to the 
economy of annual published accounts would assuredly 
reveal a staggering figure in terms of accountants’ time, 
auditors’ time, stationery and printing, postages, 
travelling, and so on. Further, the work of preparing and 
providing published accounts interferes seriously with 
other and more productive work. Any attempt whatso- 
ever to add to the cost of preparation of these wasteful 
documents must be most strenuously resisted. That sales 
(and other) figures are published in the United States and 
elsewhere is irrelevant; perhaps they can afford to spend 
the money, and there is no evidence that the figures 
benefit anybody. 

Time is also a factor. The production of a figure is 
simple, once a basis is established. But there are many 
ways of calculating a sales figure, and the number of audit 
points which might arise is legion. Some companies which 
do publish such figures include interdivisional sales— 
that is, sales to themselves. Would an auditor permit such 
to be described as “‘sales’’; and if not, what? Apart from 
the time necessary to the production of figures, often 
material, there is the time necessary for arguing about 
them, more material still. 

It is doubtful whether many substantial businesses 
have sales figures that are completely homogeneous, and 
if they are not homogeneous, the aggregate is a meaning- 
less, and misleading, figure. It has been suggested that a 
large company should publish sales figures for each trade 
in which it is engaged, a step which would greatly increase 
the already unwieldy volume of figures which the share- 
holder normally consigns to his waste-paper basket. 


Real Progress 
Progress in published accounts must be sought, not in the 
proliferation of figures, but in renewed and thoughtful 
consideration of the minimum required. Accounting 
skill consists in producing the true and fair representa- 
tion with the greatest economy of means, a judicious 
restriction of detail with clarity of presentation. Proper 
definition of terms, a few figures correctly described, plain 
English, and clear presentation are the foundations on 
which, when they are complete, sales figures and other 
embellishments may be built. But then they won’t be 
needed. 

“George said: “You know, we are on the wrong track 
altogether. We must not think of the things we could do 
with, but only of the things that we can’t do without.’ ” 
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all the answers 


Monroe’s latest model — the 
streamlined and simplified 6N — brings all the advantages of 
fully automatic figuring within the reach of every business office. Fast, 
accurate and versatile, the new Monroe 6N provides just the 
right automatic features for the nature and volume of work 
required in the average business organisation. Here is a brilliant 

‘all-rounder’ for general purpose figuring — 

a time and labour saving machine that makes the 

minimum demands on capital 


outlay and operational skill. 


Monroe Calculating Machine Company Limited, 
Bush House, Aldwych, London, W.C.2. 
Telephone : Covent Garden 0211 


MONROMANTIC 


Miss Monroe's so smashing, 
EQUATION No. 7 


So daring and dashing, 

You'd never believe she could tackle a sum! 
The true explanation’s 

A simple equation . . . 

A Miss plus a Monroe's as cute as they come! 
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Income Tax paid by the Society. 
Equivalent to £5.4.4 per cent to 
investors subject to the standard rate 
of income tax. 


SAFETY-FIRST 
INVESTMENT 


* Income Tax Paid 


The interest rate of 3 per cent per annum on Share 
Accounts, income tax paid by the Society, represents a 
return on every £100 invested equivalent to £5.4.4 per 
cent to all investors subject to the standard rate of 
income tax. Ordinary Deposit Accounts earn 24 per cent 
per annum, income tax paid, which is equivalent to 
£4.6.11 per cent where the standard rate of income tax is 
paid. Amounts up to £5,000 are accepted by the Society. 


* Interest Half-Yearly 

Interest, which is paid half-yearly, commences from the 
day after the investment is received and continues to the 
a, date of withdrawal. Sums invested may be withdrawn 

at convenient notice. 


* Security of Capital 


Abbey National is one of the largest and oldest 
established building socicties in the country, with 
£237 ,000,000 total assets — a token of the confidence 
of more than 500,000 investors. 


Ask today for details at your nearest Abbey National office, or 
write to the address below for the Society’s Investment Booklet. 


ABBEY NATIONAL 


BUILDING SOCIETY 


A aational institution with total assets 
of £237,000,000 


ABBEY HOUSE, BAKER ST., LONDON, N.W.1 Tel. WELbeck 8282 


Branch and other offices throughout the United Kingdom : 
see local telephone directory for address of nearest office 


CvS-382 


Eighth Edition 


“TAXATION? 


MANUAL 


INCOME TAX AND 
SUR-TAX 


Law and Practice 


A completely revised edition 
written by barristers and 
experts of wide experience 


Edited by 
RONALD STAPLES 


Gummed amendment slips are sent to 
all purchasers as occasion arises, noting 
changes in law and practice. 


PRICE NET 
25s 7d post free 


ORDER FORM 


TO TAXATION PUBLISHING COMPANY LIMITED 
98 Park Street, London, W1 a MAYfair 7888 


Please supply ............... copies of the EIGHTH EDITION 
of the ‘TAXATION’ MANUAL at 25s 7d post free. 


Name and Address 
(BLOCK LETTERS PLEASE) 


Remittance £ d enclosed. 


Accy. 5/36 Date 1956 
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in Standard Costs 


by H. H. Norcross, F.C.W.A. 


The Need for a Balanced Approach 

MY OWN EXPERIENCE Of standard costing started in 1931, 
when I joined the staff of a cost department in a company 
which had standard costing in operation. In the quarter- 
century I have seen a remarkable change in the attitude 
of people towards this subject. In 1931, few people knew 
very much about the theory of standard costing and 
there were fewer still who had had any practical experi- 
ence of using it. Ignorance breeds suspicion and in those 
days standard costs were suspected by most accountants. 
Today, standard costing has become respectable. Indeed 
it has become so fashionable, that some of its advocates 
make excessive claims for it. We should have a balanced 
view of its value. 

Let me not be misunderstood. In appropriate circum- 
stances I am a very keen advocate of standard costs. On 
the other hand, there are regrettable instances of so much 
attention being given to standard costs, that other aspects 
of business management are neglected. 

Standard costs can be of great value in the tactical 
control of costs. Frequently, however, the clerical tech- 
niques of standard costing have little or nothing to con- 
tribute to the strategical aspects of cost reduction. The 
point may be elaborated. Let us assume two companies 
are in competition. The first has a highly developed 
standard costing system and through tactical manage- 
ment action, based on the cost figures, it reduces the 
average cost of its products. The second company has a 
poor costing system (or maybe none at all) and its 
managers concentrate their efforts, not on the tactical 
work of achieving higher efficiency from the existing pro- 
cesses, but on the strategical task of improving product 
design and developing entirely new processes of manu- 
facture. The first company may achieve a cost reduction 
of 10 per cent. and the second one of 20 per cent. 

In business, strategy is much more important than 
tactics. Sound strategy can often carry mistakes of tac- 
tics; the reverse is rarely true. 

To return to the example. The second company, having 
redueed its unit costs from an index of 100 to 80, having 
got its strategy on a sound basis, may then give attention 
to tactics by installing standard costs and reducing its 
unit costs still further—say, from 80 to 70. 

Businesses vary widely in their nature and size. The 
variations mean that the relative importance of standard 
costing and of other management techniques also varies. 
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An article based upon a lecture with the title Standard Costs 
for Large and Small Manufacturing Business recently given by 
Mr. Norcross at the City of London College. 


Orthodoxy and Unorthodoxy 


In a very large company, competing primarily on price, 
and with product design and production methods that 
are reasonably stable, standard costing is very important 
indeed. It has little or no value in a small company com- 
peting primarily on technical quality, and whose product 
design and production methods are changing at a very 
rapid rate. Between these two extremes are many gra- 
dations, and at each gradation standard costing takes a 
different place in the list of priorities of items for man- 
agement attention. 

Some highly ingenious techniques have been developed 
for the calculation of cost variances, and for analysing 
those variances to trace the reasons for excessive costs. 
Some accountants are so immersed in these clerical tech- 
niques that they merely go through all the early motions 
of a costing system and fail entirely to achieve what ought 
to be its end-products—cost control and cost reduction. 
They produce many figures, but the production of those 
figures is merely an academic exercise and has little or no 
effect on the practical operation of the business. 

If this happens, the basic attitude of mind is wrong. It 
reminds me of two amateur photographers I used to 
know. One had most elaborate equipment, a high quality 
miniature camera, a variety of interchangeable lenses, 
exposure meters and so on. He could talk learnedly about 
depth of focus, about the differing exposure curves and 
other characteristics of his photographic material. But 
the photographs he took were poor. The other photo- 
grapher had simple equipment and his knowledge of 
photographic technicalities was narrow. However, he 
knew the limitations, both of his equipment and of his 
knowledge; working within those limitations, he pro- 
duced many first-rate photographs. 

Accountants should realise that they ought to be 
judged primarily by the results they achieve and not by 
the tools they use. They should choose the tools which are 
most appropriate to the results they want. These tools 
may not necessarily be the most complex tools in their- 
kit-bag. 

In a recent paper Cybernetics and the Management of 
Men, Sir Geoffrey Vickers said: “I commend to you the 
basic idea that action should be controlled by the ob- 
served difference between what is and what ought to be.” 
A good manager finds the “‘difference between what is 
and what ought to be,” partly from personal observation, 
partly through discussion with his subordinates and partly 
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by what are termed “tools of management.” Standard 
costing is merely one of those tools. 

The accountant should adjust his attitude of mind to 
the needs of the management of the business. Then, and 
only then, is he in a position to design an appropriate 
costing system. Often the system which is appropriate 
may differ widely from the model systems quoted in such 
excellent publications as that by the Institute of Cost and 
Works Accountants entitled An Introduction to Budgetary 
Control, Standard Costing, Material Control and Produc- 
tion Control. 


A Modified Standard Cost System in a Small Business 
An example may be given to show how it was attempted 
to design a tailor-made system to suit the special circum- 
stances of a small business. The basic attitude of mind 
behind the system was to control by “‘the observed differ- 
ence between what is and what ought to be,” and yet the 
clerical techniques used in assembling the cost figures 
were unorthodox. 

The company was at one time a jobbing organisation 
doing a wide variety of non-repetitive engineering work. 
It then had an order for a special press for use in the 
plastics industry. The press was made and delivered, it 
worked well, and further orders were received for other 
presses. Gradually, an increasing proportion of capacity 
became absorbed in the production of presses. 

To a limited extent, steps were taken towards stan- 
dardising the designs of the presses. This standardisation 
in turn led to a modest degree of standardisation in the 
production processes and to some batch production, on a 
small scale. It was clear, however, that this process of 
standardisation of product design and production pro- 
cesses would have to be allowed to develop slowly. It 
was hoped that eventually both products and production 
methods would be standardised, but, it was realised that 
they could not be for many years, if ever. 

After the introduction of press production, however, 
the old costing system began to creak. Each time a press 
or batch of presses was put into production, a job number 
was issued. There was merely one job number for the 
complete press, and so only one job cost account into 
which all the cost figures were entered. All direct material 
and labour costs on the production of the press were 
booked to the job number. No attempt was made to 
analyse the costs as between the various components or 
operations. For direct labour, for example, the job cost 
records merely showed a list of all the wages booked to 
that particular press, and against each item was posted the 
date, check number and the amount of wages paid. 

If the total cost of a press differed from what the 
managing director thought it ought to be, it was a diffi- 
cult and generally well-nigh an impossible task to find out 
why it differed. During many fruitless investigations into 
costs, a number of points came to light. Clerical errors 
were frequent. Both material and labour costs were often 
booked to the wrong job number, so that two job costs 
were wrong, one being overstated and the other under- 
stated. The foreman had appreciated that economies 
could sometimes be made by producing some com- 
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ponents of the presses in larger quantities than the 
batches for the presses themselves, so spreading the 
machine set-up cost. An order might be issued for a batch 
of five presses and yet some components for those 
presses would be made in batches of, say, 30 or more. 
There was no adequate procedure for dealing with this 
situation and, as a result, the material and labour cost of 
the component were all booked against the job cost of 
the first batch of presses. This job cost was thus over- 
stated and the job costs of later batches of similar presses 
were understated, because they included nothing for the 
cost of those components. 

It was clear, however, that product designs and produc- 
tion methods were still far from completely standardised 
and thus the usually accepted techniques of standard 
costing could not be applied. 

The system that was introduced was a mixture of batch 
costing and standard costing. Standard costs were set for 
each product and each component of that product. 
Although these standards could not be set with a high 
degree of precision, they could be set well enough to 
produce some useful figures. A batch cost record was 
kept of the direct material and labour cost of each com- 
ponent of the press. When each batch cost was closed, a 
comparison was made between the actual material and 
labour cost of the batch and the standard cost value of 
the number of components finished on that batch. 

Total material and labour variances were computed 
batch by batch. These were “‘omnibus” variances. There 
was merely one composite figure for total labour variance, 
and this figure was not analysed over the different types 
of labour variance. The composite figure included, for 
example, rate variance, efficiency variance, methods 
variance, labour scrap and also a variance arising from 
components being made in batch quantities differing 
from the batch quantites upon which the standards were 
based. The factory was so small that it was easier for the 
managing director to examine the cost cards himself and 
see where and how the variances had arisen, rather than 
to use the accepted techniques of variance analysis. If 
necessary, he walked out into the shop with a cost card in 
his hand to question the particular workman who had 
done the operation about how the excess cost had arisen. 
In any event, the conclusion was reached that the clerical 
staff in this particular small business would not be capable 
of computing and interpreting variance analyses of the 
type that would be appropriate in a large business. 

Many other examples of unorthodoxy could be 
quoted. But it has perhaps been demonstrated by the one 
example that standard costing principles often can and 
should be used when the orthodox clerical techniques of 
standard costing are neither desirable nor practicable. 


Some Problems of the Larger Business 

In the large business much responsibility and authority 
must be delegated. This delegation should have its in- 
fluence on the form of the costing system. In the small 
business, costing is designed in large degree to help the 
managing director to control costs himself. In the large 
business, particularly the very large business which has 
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many factories, his role is to see that his subordinates 
are equipped with the tools they need for cost control, to 
get them in a frame of mind encouraging effective use of 
those tools, and to check on the results that they achieve. 
In these circumstances it is a mistake for the accountant to 
feed the managing director with an excessive number of 
figures. I remember on one occasion hearing some engin- 
eers in a business criticising their own company and say- 
ing that the managing director was “‘figure-drunk.” He 
spent so much time studying figures, he had no time to 
take effective action in other matters. The criticism, if true, 
was of the managing director for allowing the situation 
to occur—but also of the accountant. The system of 
disseminating cost information should be designed to fit 
the organisation structure of the business. The amount of 
detail supplied should normally be in inverse ratio to the 
seniority of the person to whom it is sent. The foreman is 
primarily interested in details enabling him to go to the 
particular workman or the particular machine where he 
can take action to reduce costs. The managing director is 
interested primarily in an overall measure of the effective- 
ness of the action of his subordinates. 

In the large business, it is an important part of the 
accountant’s duty to so organise his department that cost 
information is fed to all who need it, and that the cost 
reports to each person are in form, frequency, and 
promptness, appropriate to his position in the hierarchy. 

One frequently finds, particularly in large companies, 
that there are misconceptions about the setting of cost 
standards. Many seem to think that some absolute scale 
of values is available, on which all standards should be 
based, and that any standards not so based are unsound 
and should not be used. But “‘perfection or nothing” is the 
wrong approach to standard costs. 

To achieve perfection in all our cost standards is im- 
possible, and standards which are short of perfection can 
still be valuable tools. We should, however, be in a state 
of perpetual dissatisfaction with our standards, and we 
should be constantly on the look-out for opportunities of 
setting better ones. Sometimes this can be done quite 
simply. Here is an example. There are probably many 
accountants who own cars and who wash them person- 
ally. As a result they will have a basis for deciding how 
many “‘car washes” can be reasonably achieved with one 
washleather before it needs to be replaced. It is quite 
easy, once such a relatively crude standard has been 
established, to compute what the annual consumption of 
washleathers should be for a fleet of company-owned 
vehicles that are washed, on average, once a week. Any 
accountant who makes such a calculation for his own 
company will probably get a shock when he compares 
standard consumption with actual consumption. It has 
been my experience that by means of relatively crude 
standards set in this way, people can be stimulated to 
achieve quite remarkable economies. Sometimes, how- 
ever, the setting of standards is a much more complicated 
and technical matter. An example follows. 


Setting Standards for the Usage of Grinding Wheels 
Standards were required in an engineering company, to 


171 


be used in deciding whether reasonable economy was 
being achieved in the use of the grinding wheels employed 
on grinding machines. 

One of my engineering colleagues studied this problem 
and found that there were many factors influencing the 
use of grinding wheels. Some of them are: 


(a) Wheels vary in their composition. The variations 
occur in what is known as the grit and the grade. Effi- 
ciency falls if the grit and the grade are not appropriate 
to the work the wheels have to do. 

(b) When a wheel has been in use for some time it has to 
be “dressed.” The “‘dressing” process involves remov- 
ing some of the grinding wheel by using a carborundum 
stick. If the wheel is dressed too frequently, its working 
life is reduced and the grinding wheel cost per article 
ground is increased. 

(c) Different wheels may be used for different jobs. In 
some cases wheel “‘A”’ is used for one job; wheel “A” is 
then removed from the grinding machine and wheel ““B” 
is set up in its place to do some grinding of a different 
type; wheel ““B” is then removed and wheel “A” is put 
back on the machine. However, before wheel “A” is 
brought into use for the second time, it must be dressed 
to ensure that it runs true. It therefore follows that 
grinding wheel consumption will be higher if there are 
frequent changes of set up, than if, once a wheel is set 
up, the whole of its working life is exhausted before it is 
removed from the grinding machine. It will therefore be 
clear that the sequence in which work flows through the 
grinding section can have an influence on grinding wheel 
consumption. 

(d) The amount of metal to be removed by grinding is 
influenced by the condition in which the work is received 
from the previous operation. If the previous operation 
was done on a milling machine, it will be clear that the 
grinding wheel consumption will be influenced by how 
the milling operator had done his work. 


A considerable amount of time was spent in studying 
this problem. For example, many tests were done on the 
shop floor in an attempt to discover the optimum fre- 
quency of dressing, so that operators could be trained to 
dress their wheels at the right time. This testing alone 
took much time, as it was necessary to use statistical 
techniques in an attempt to filter out the effect of varia- 
tions that occurred in matters other than dressing. 

At the end of this investigation, all that could be claimed 
was that knowledge was now available from which a 
somewhat sounder opinion could be expressed on what 
the standards ought to be. No absolute standards were 


‘found. And we did not expect to find them. 


Research of this type into standards can be expensive, 
because it takes a lot of time and it requires highly paid 
people to do it. But it can sometimes be very profitable. 
The ideal is to do just that amount of research that will 
yield the best return on the cost of doing it. 

This idea can be illustrated graphically. If we do twice 
as much research, it costs us twice as much. Thus the 
accumulative cost of research can be represented by a 
straight line. At various points in the graph, however, 
the marginal value of additional research may be greater 
or less than the marginal cost of doing it. The accumu- 
lative value of the research will not be a straight line. The 
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early part of the curve will tend to be below the cost 
curve; the value curve should then rise steeply and over- 
take the cost curve (when, and only when, good research 
is done on an appropriate subject); the law of diminishing 
returns will then apply and the value curve will flatten out. 
It follows that— 

1. If research is pursued to point A only the research 
will have been stopped too early and it will not be 
profitable. 

2. If research is continued to point D it will have been 
carried on too long and will fail to be profitable for that 
reason. 

3. One should aim to continue the research to a point 
somewhere between B and C, preferably where the 
distance between the two lines is a maximum. 


Cost Accumulative ae Accumulative 
and Value of <— Cost of 
Value Research Research 
Seale 
A 8 
TIME SCALE 


Cost Control at the Source 

Some accountants are foolish enough to enjoy the job of 
criticising, directly or by implication, excess costs in de- 
partments not under their own control. If the executives 
of a business feel, rightly or wrongly, that the accountant 
is always out to “pick holes,” then human relations are 
such that high efficiency is impossible. The accountant, by 
his attitude of mind and by his techniques, should do his 
best to convince his colleagues that he is there to help and 
and that it is in their interests to make full use of that 
help. I have heard it said that accountants “‘can stand on 
the outside and jeer or get on the inside and cheer.” 

If we “‘get on the inside and cheer” we are much more 
concerned with preventing excess costs than with criti- 
cising the people who have allowed them to arise. This 
desire to prevent excess costs should influence many things 
in the business. It should influence the design of products, 
plant and equipment; likewise, it should influence the 
clerical techniques of cost control. Two examples may be 
given. 

A factory uses standard costs and for each component 
there is a standard method of production. Each operation 
is specified and so is the operational sequence. The opera- 
tion layout is designed to achieve the most economical 
production practicable for that particular plant. As work 
is issued to the factory operation tickets are prepared from 
the standard cost records. The operation tickets are thus 
based on the standard production methods. . 

From time to time it is necessary to depart from stan- 
dard methods. The standards may stipulate that an opera- 
tion be done on an automatic lathe. This lathe may break 
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down or there may be some other sound reason why the 
operation has to be done temporarily by another and 
more expensive method. 

The clerical routine is such that the operation ticket is 
automatically issued as if that operation were to be done 
by the standard method. The operator cannot get paid 
any wages exceeding the standard labour cost, unless a 
special written authority is given by the foreman before 
the work is done. The authority is given on a form so de- 
signed that the excess cost incurred is obvious to the fore- 
man before he signs it. As a result, the foreman knows 
before the excess costs are incurred that excess costs will 
arise if he authorises this non-standard method. He also 
knows that he will be asked to explain all excess costs and 
to report on the action he has taken to prevent them from 
occurring again. 

Here is a second example. A motor car factory uses 


_ cotton waste in the final finishing of the paintwork before 


the cars are despatched. Studies were made to form an 
opinion on what is a reasonable amount of cotton waste 
to use on an average car. From the assembly programme 
calculations are made on the standard amount of waste 
required for production in the following week. The 
clerical routine provides that the standard amount of 
cotton waste should be issued automatically from the 
stores. However, it may be that some special difficulties 
are met, caused by technical problems which have 
occurred in the paintshop, and in one week more cotton 
waste may be needed than was allowed for in the stan- 
dard. If more cotton waste is needed, it can be drawn from 
the store only if the foreman signs a special requisition 
for additional supplies. He knows in advance that he 
will be asked to explain why this excess was drawn. 

The principle here is that prevention is better than cure. 
Rather than to wait until the excess cost has been in- 
curred and then to criticise, it is better to create condi- 
tions in which people will see that if they take the wrong 
line of action excess costs will arise. 


Conclusion 

The terms of reference given to me for the preparation of 
the paper, upon which this article is based, were some- 
what as follows: 

(a) that it was to be addressed to qualified accountants 
who already know much about the subject; 

(b) that it should deal with standard costing in small 
and large concerns; 

(c) that it should refer to cases where full standard 
costs, in the usually accepted sense of the term, are not 
applicable; 

(d) that it should be based on my personal experience 
rather than on theory. 

I have interpreted these terms of reference in such a way 
as to give much prominence to unorthodox methods. I do 
not want it to be thought, however, that I do not like and 
use orthodox methods. Often, orthodox methods with 
relatively minor modifications are the most appropriate. 
Unusual circumstances, however, call for unusual solu- 
tions and the study of unusual solutions can add much to 
our knowledge. 
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QUEEN ELIZABETH I OPENS THE ROYAL EXCHANGE 


On January 28rd, 1571, Queen Elizabeth I 
opened Sir Thomas Gresham’s Exchange in 
the City of London. It did not, however, 
survive the Great Fire of 1666 and a new 
building was erected in 1669. This, too, was 
burnt down and the present Royal Exchange 
was opened by Queen Victoria in 1844. 
Appropriately it was the setting for the public 
proclamation in the City of the accession of 
Queen Elizabeth II. 


Today, the Royal Exchange Assurance 
still conducts its business from here, as 
it has done for almost two and a half 
centuries. Royal Exchange Assurance 
offers favourable terms for Life and 
Endowment policies. Other types of 
insurance can also be arranged for the 
family and home. Enquiries are welcomed 
at the Head Office, Royal Exchange, 
London, E.C.s, or any local branch. 
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Borrowing by Local Councils 


TO FINANCE MAJOR schemes of capital 
development, it is the practice of all 
local authorities to raise loans. Be- 
fore it can borrow, a local authority 
must possess statutory power to do 
so—by public general Act or pri- 
vate Act or ministerial Order. The 
borrowing powers conferred by pub- 
lic general Acts always provide that 
before a loan is raised the consent of 
the appropriate sanctioning authority 
(which is the Government Depart- 
ment charged with the general 
administration of the service on 
which the capital expenditure is 
being incurred) must also be ob- 
tained. By far the larger part of local 
authority borrowing comes under 
this loan sanction procedure. The 
Government Departments can there- 
fore control very effectively the 
volume of local authority borrowing 
as well as the purposes upon which 
the money can be spent. The instru- 
ment of the loan sanction is a very 
important factor in the capital in- 
vestment planning of the country as 
a whole. 


Methods of Borrowing 

Once it is in possession of a sanc- 
tion to borrow and of the necessary 
consents under the Control of Bor- 
rowing Order of 1947, three prin- 
cipal methods are available to a local 
authority for raising the capital 
required: 

(a) by an issue of stock on the 
Stock Exchange; 

(b) by issuing mortgages secured 
upon its rates and revenues; 
and 

(c) by obtaining an advance from 
the Public Works Loan Board 
(P.W.L.B., for short). 

Although the Government De- 

partments have the final say in 
whether a sanction to borrow shall 
be given, once the sanction is issued 
a local authority has a fair amount of 
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latitude in selecting what it considers 
the most appropriate form of bor- 
rowing. It is true that there is not 
complete freedom as far as a stock 
issue is concerned, but there is con- 
siderable freedom to raise mortgage 
loans. An advance from the P.W.L.B. 
can be obtained only if it complies 
with the general conditions laid down 
by the Board, which, although not a 
Government Department, is con- 
siderably influenced in its lending 
policy by H.M. Treasury. 


Stock Issues 

Before a local authority can issue 
stock, it has some fairly difficult 
hurdles to get over. It is, of course, a 
sine qua non of all borrowing that the 
loan sanctions to cover the amount 
to be raised have been issued, and 
stock is no exception. But the consent 
of the Minister of Housing and 
Local Government must also be 
obtained. Then follows Treasury 
Consent, under the Control of 
Borrowing Order, and finally the 
actual terms of the issue have to be 
approved by the Bank of England. 
Stock issues at the present time 
inevitably involve a long interval 
between the decision to go to the 
market and the appearance of the 
prospectus. A local authority which 
wishes to make a stock issue must 
first have its name and the approxi- 
mate amount of the issue placed on 
the waiting list of the Bank of 
England. The Bank, working in co- 
laboration with the Treasury, de- 
cides which authority shall go for- 
ward, and when. The drawback of 
this procedure, from the point of 
view of the local authority, is that 
stock market conditions can change 
very materially between the decision 
to issue stock and the date when the 
Bank is finally prepared to approve 
the appearance of the stock on the 
market. The provisional terms of the 


issue, settled between the local coun- 
cil and its brokers in the early 
stages, can be quite unrelated to 
current stock market conditions 
when authority to proceed is given. 
Fortunately, from the point of view 
of the council, by placing its name on 
the list at the Bank, it is not com- 
mitted to an issue. If market con- 
ditions have changed in such a way 
that the local authority feels a stock 
issue is inappropriate, it can with- 
draw and no harm is done. 

Raising money by an issue of stock 
was a common form of local auth- 
ority borrowing before the war. 
Many county, city and borough 
councils obtained considerable 
amounts of capital in this way. Like 
many other things, issues of stock 
came to an abrupt end on the out- 
break of war, but even after its end 
local authorities were not imme- 
diately permitted to resume this form 
of borrowing. From August 1, 1945, 
until December 31, 1952, the Local 
Authorities Loans Act, 1945, pro- 
hibited borrowing otherwise than 
from the P.W.L.B. except in circum- 
stances laid down or approved by the 
Treasury. It was not until January, 
1953, that the first post-war stock 
issue made its appearance, when 
Birmingham came to the market 
with a £6 million 44 per cent. re- 
deemable stock 1967-70 at the price 
of 98. At the time of the issue, the 
terms looked fairly expensive to the 
City of Birmingham after allowing 
for the discount and issue expenses. 
The rate for loans from the P.W.L.B. 
for periods in excess of fifteen years 
was 4} per cent., but Birmingham 
felt it advisable to break away from 
P.W.L.B. borrowing because at that 
time loans could be raised from the 
Board only for the full period of the 
loan sanction, which could be as 
long as sixty years. In January, 1953, 
it seemed inadvisable to be tied to 
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what was thought to be a fairly high 
rate of interest for so long a period. 


Recent Large Issues 
Other local authorities followed 
the lead of Birmingham and a 
number of issues have gone on the 
market since 1953. The difficult and 
uncertain monetary conditions pre- 
vailing since the end of 1954, when 
the City of Bristol made a £5 million 
stock issue, led to a virtual cessation 
of local authority borrowings on the 
Stock Exchange until towards the end 
of last year. Between the end of 1954 
and the introduction of the new 
monetary policy by the Chancellor in 
his autumn Budget in October, 
1955, local authorities were content 
to rely upon issues of mortgage 
loans and the P.W.L.B. for their 
capital requirements. The decision of 
the Chancellor last autumn to force 
local authorities into the open market 
by restricting the availability of the 
P.W.L.B. as a source of finance, was 
followed fairly quickly by a stock 
issue by the City of Glasgow in 
November, 1955. This pioneer at- 
tempt to test the changed monetary 
conditions suffered a considerable 
set-back. The issue was for £5 million 
4} per cent. stock 1966-68 at 984 and 
something like 87 per cent. was left 
with the underwriters. Liverpool 
followed with a £4 million 4} per 
cent. issue 1970-74 at 97, which was 
somewhat more successful than the 
Glasgow loan. Huddersfield’s issue 
of £2 million 5 per cent. stock at 99 
in February, the first local authority 
stock to bear a 5 per cent. coupon 
rate for many years, was fully 
subscribed, and although it went to a 
discount when dealings commenced, 
has since improved to a price of 
101-102 at the time of writing. These 
issues took place before the Bank 
Rate was increased to 54 per cent. 
Two further issues have been made 
since then on terms which, somewhat 
paradoxically in view of the one per 
cent. increase in the bank rate, have 
been slightly more favourable to the 
borrowers than the Huddersfield 
loan. Edinburgh issued a £24 million 
5 per cent. stock 1968-71 at 994 on 
March 19 and Surrey County Coun- 
cil followed fairly quickly with a 
stock of the same amount with 
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similar terms but issued at par on 
March 28. Both issues were over- 
subscribed—the Surrey loan very 
substantially. 


Mortgage Loans 

Up to recently a stock issue has 
been a rather more expensive way of 
raising funds than other forms of 
borrowing available to local auth- 
orities. Partly because of this, and 
also partly because stock issues in any 
event take a long time to come to 
fruition, many authorities have been 
turning their attention more and 
more to the possibilities of mortgage 
loans. Such loans, by most authori- 
ties, are of trustee status. This 
form of borrowing used to be very 
popular with the small investor be- 
fore the war, particularly in the north 
of England. In the immediate post- 
war period, the compulsion to raise 
most of their loans from the 
P.W.L.B., together with the ready 
availability of cash at low rates of 
interest, removed much of the in- 
ducement to try to raise mortgage 
loans in small sums from local in- 
vestors, although within limits it was 
always permissible for a local auth- 
ority to do so. Where, within the 
terms of the Treasury Regulations, a 
local authority was empowered to 
raise a restricted amount of loans 
otherwise than from the P.W.L.B., it 
could usually do so in fairly large 
sums at reasonable rates of interest 
through brokers in London or the 
larger provincial centres. There was 
little point in borrowing, say, 
£100,000 by a large number of 
mortgage loans of small amounts 
when the transaction could be car- 
ried through in one amount; the 
single borrowing was considerably 
cheaper from an administrative point 
of view and usually no more expen- 
sive in terms of interest. 


P.W.L.B. versus Mortgages 

Since December 31, 1952, when 
Section 1 of the Local Authorities 
Loans Act, 1945, was allowed to 
lapse, local authorities have been 
under no obligation to borrow from 
the P.W.L.B. although, of course, 
they are still entitled to apply for a 
loan from the Board if they so wish. 
When this compulsion was removed, 


funds were fairly plentiful in the 
London money market and the 
larger authorities at any rate began 
to issue mortgage loans for fairly 
large amounts, the lenders being 
insurance companies, savings banks, 
building societies and large commer- 
cial undertakings. These mortgage 
loans were no cheaper than P.W.L.B. 
advances and in some cases were 
fractionally dearer. The Board, how- 
ever, was still at that stage tied to a 
policy of being able to make an 
advance only for the full period of 
the loan sanction—and sixty, or even 
forty years, the period of loan sanc- 
tions for housing and education 
capital works, which formed the 
major part of the building pro- 
grammes of the local authorities, 
seemed a long time. Mortgage loans, 
on the other hand, could be raised for 
any period not less than seven years, 
and furthermore were repayable in 
full at maturity, whereas P.W.L.B. 
loans were repayable either on the 
annuity or instalment basis, with a 
greater consequent drain on cash 
resources. There were, therefore, 
certain technical advantages in mort- 
gage loans against P.W.L.B. ad- 
vances, although most authorities 
mixed both methods. As a result, 
P.W.L.B. advances to local authori- 
ties fell from over £436 million in 
1952-53 to £327 million in 1953-54, 
but still up to 1954 local authorities 
had not made any serious attempt to 
revive the short term mortgage loan 
for the small investor. 

During 1954-55, local authorities 
began to rely more upon the 
P.W.L.B. than they did in the pre- 
vious year. For one thing, money was 
available from the Board at lower 
rates than it could be obtained on 
mortgage from the money market. 
Private lenders, through the market, 
always seemed to fix their rates about 
4 per cent. in advance of the Board’s 
rates. When in August, 1954, the 
Board relaxed its rule about loans 
being advanced only for the full 
period of the sanction, and when ata 
subsequent date the rule was removed 
altogether, there was a considerable 
swing in favour of borrowing from 
the Board rather than on mortgage. 
In 1954/55 the Board advanced £386 
million to local authorities compared 
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with £327 million in the previous 
year. The swing towards P.W.L.B. 
loans was accentuated when it 
became obvious at the beginning of 
1955 that money was going to be 
dearer. Mortgage loans became 
scarcer and more and more authori- 
ties applied for P.W.L.B. advances. 
Frequent increases followed in the 
interest rates charged by the Board. 
Even so, a scarcity of money gener- 
ally compelled local authorities to 
increase their demands for P.W.L.B. 
loans, until in October, 1955, the 
Chancellor decided to make the 
Board a lender of last resort. 


P.W.L.B. Restrictions 
Local authorities have now to 
comply with a stringent test before 
they can get an advance from the 
P.W.L.B. They have to show that 
they have actively pursued other 
methods of raising the money and 
have, in suitable circumstances, con- 
sidered the possibility of a stock 
issue. It is now no new experience for 
applications for loans to be rejected. 
Stock issues, as has been remarked, 
are not easy to arrange and in any 
event are not suitable for small 
authorities. That is why the P.W.L.B. 
is more accommodating to small 
authorities than to large, whilst the 
large authorities have been compelled 
to seek funds elsewhere. Many of 
them have now revived short-term 
mortgage loans for the small in- 
vestor. The handicap which once 
attached to these loans, that they 
could not be issued for less than 
seven years, has been removed, 
although it is still a requirement that 
they cannot run subject to notice. 
Different degrees of success have 
been achieved with this form of 
borrowing. Some local authorities 
have done very well, others have 
found that the local market which 
once existed is no longer there, whilst 
in many cases what was once a suc- 
cessful scheme has now faded out 
because interest rates are being 
forced to levels that the local 
authority is not prepared to pay. 
Another possible reason why issues 
of mortgages for small amounts do 
not seem to be as successful as they 
were before the war is that potential 
lenders are not as familiar with the 
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investment facilities as were their 
pre-war counterparts. It will ob- 
viously take time to build up a 
market, although local authorities 
accepting loans usually advertise 
their terms fairly widely. The ad- 
ministrative arrangements are free 
from complications. All that the in- 
vestor need do is obtain an applica- 
tion form from the local treasurer at 
the council offices, complete it and 
pay the money over in much the 
same way as a Trustee Savings Bank 
or a building society investment. A 
formal mortgage deed has to be pre- 
pared at a later stage, but it is issued 
free of cost to the investor. The 
whole procedure is very simple and 
straightforward. 


Effects of the Credit Squeeze 
The effect of the credit squeeze is 


‘nowhere being felt stronger than in 


local government finance. Stringent 
money market conditions, and a 
general lack of cash, have changed 
local authority borrowing from a 
routine operation into a major prob- 
lem. Since last October, when the 
Chancellor announced the policy of 
fixing P.W.L.B. interest rates at 
levels corresponding to those at 
which local authorities of good credit 
standing could borrow in the open 
market, the Board has raised its 
lending rates twice—on January 14 
and on March 23. The current 
P.W.L.B. rates are 53 per cent. for 
loans up to five years and 5} per 
cent. for longer periods. The Board 
still cannot advance money for less 
than seven years, unless the loan 
sanction is for a smaller period—and 
it very rarely is. In the main, there- 
fore, local authorities which are 
allowed to borrow from the P.W.L.B. 
must now pay 54 per cent. Even so, 
the stringent conditions applying to 
an advance from the Board, which 
seem to have been given particular 
force since last January, have con- 
siderably reduced the amount of 
P.W.L.B. money available to local 
authorities. Up to January 21, 


1956, the Board had, since April, 
1955, advanced approximately £320 
million. In the corresponding period 
of 1954-55 advances to loca] authori- 
ties amounted to £245 million. The 
rate of advances in 1955—56 was there- 
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fore much higher than in 1954-55. 
However, between January 21 and 
March 31 last, new loans issued by 
the P.W.L.B. totalled about £10 mil- 
lion compared with about £110 mil- 
lion in the corresponding ten weeks 
of 1955. Mr. Paul Bareau in a recent 
article in the Municipal Journal 
comments that “‘repayments of loans 
previously incurred by local auth- 
orities with the P.W.L.B. are now 
proceeding at a rate very little below 
that at which new money is being 
made available. For the time being in 
fact, the P.W.L.B. is making very 
little net money available to the 
local authorities.” And yet capital pro- 
grammes, particularly for education 
and housing, have still to go on. True, 
the Government has recently placed 
a six months embargo on the issue of 
loan sanctions for all but the most 
urgent schemes, but housing and 
education are largely outside its 
scope. These are the two services 
which are requiring capital in large 
amounts at the present time. They 
can obtain it only if very high interest 
is paid over quite long periods—a 
somewhat dismal prospect for future 
generations. 
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The Budget 


WHILST IT Is evident that the Finance Bill is going to con- 
tain some interesting provisions, the Budget proposals 
themselves are few, though of great moment to our 
readers. So far as income tax is concerned, there are to be 
no changes in the rates for 1956/57. It is interesting to 
note that the surtax rates have not been fixed and will 
have to be dealt with in the Finance Bill of next year. 


Income Tax 

It is proposed to exempt the first £15 of interest on 
deposits with the Post Office Savings Bank or ordinary 
deposits with a Trustee Savings Bank. Husband and 
wife will be able to have exemption for £15 each. For 
surtax purposes, however, the interest so exempted from 
income tax has to be grossed up as if it were a free of tax 
payment. 

The anomalous position regarding employment 
abroad, whereby a person is treated as liable in the 
country in which his remuneration is payable, is to be 
dealt with. Under the present law a person who works 
wholly abroad may be treated as if he were employed 
here if he is paid here, whereas a person employed by a 
foreign company can do the whole of his work here yet be 
treated as assessable only on amounts remitted to this 
country. The position of a man who works abroad but 
leaves his family in a house in this country is at present 
unfortunate where he pays a visit to this country, as he 
immediately becomes liable to tax on his remittances. If 
his family lives in hotels he escapes. This, again, is to be 
remedied. It is to be hoped that the recommendations of 
the Royal Commission to put residence on a pure time 
basis will be implemented. 

Accountants and all other self-employed people will 
welcome the proposal to implement the Tucker Com- 
mittee’s recommendations regarding retirement provi- 
sions. It is proposed to limit the amount of premiums to 
£500 or 10 per cent. of the earned income in any one year. 
A man will, therefore, have to earn at least £5,000 to get 
the maximum premium relief. Various aspects of this 
subject were considered by the Tucker Committee: it will 
be interesting to see how many the Chancellor is going to 
deal with. As a corollary to this relief it is proposed to 
carry out a related recommendation of the Tucker Com- 
mittee and to relieve from income tax the annuity funds 
of life assurance companies insofar as they represent in- 
vested premiums arising from deferred annuity business 
for the self-employed or from the reinsurance of approved 
superannuation funds. 

The Chancellor also proposes to give effect to the 
recommendation that purchased life annuities not con- 
nected with a pension scheme should no longer be taxed 
in full but that the part representing a return of the pur- 
chase money should be exempt. 

It is now proposed to include the cost of cutting and 


tunnelling for the purposes of the industrial building 
allowance; the Chancellor made it clear that this will 
include dredging. This new extension of the relief will be 
of particular importance in the construction of dry docks. 


Profits Tax 

It is regrettable to find that the profits tax is to be increased 
as from April 1, 1956, to 30 per cent. with a non-distri- 
bution relief of 27 per cent. It seems rather paltry to raise 
the rate of tax on non-distributed profits from 24 per 
cent. to 3 per cent. Many companies which have increased 
their dividends in respect of the year 1955 will find them- 
selves paying tax on the excess at the new rates. There are 
also to be provisions to negative for the future the results 
of the decisions in the cases of Heelex Investments v. 
C.ILR. [1955] 34 A.T.C. 47 and C..R. v. Universal 
Grinding Wheel Co. [1955] 2 W.L.R. 892. In the first 
case an investment company was the subject of a surtax 
direction and had given notice to be assessed with a 
subsidiary company as a group for profits tax, and it was 
held that a surtax direction made on the principal ex- 
empted the profits of the subsidiary from profits tax. In 
the second case preference shares were redeemed at a 
premium and it was held that the amount applied in 
reducing share capital included the premium, so that 
the premium was not a distribution for profits tax 
purposes. 


Estate Duty 

It is proposed to modify the charge to duty where 
settled property burdened with an annuity passes on a 
life tenant’s death and the deceased life tenant was not 
himself the settlor of the property. 

It is proposed that, in cases in which land is acquired by 
a public authority compulsorily within three years of 
death, duty may be charged by reference to the compen- 
sation paid if that is less than the value of the land at the 
date of the death. 

It is proposed that these changes in estate duty shall 
take effect in respect of deaths occurring after the passing 
of the Finance Bill. 

The Chancellor went on to say “‘there will be a number 
of other minor proposals in the field of direct taxation 
with which I need not bother the Committee now but 
which can be studied when the Bill is published.” There is 
no point in guessing at what these will be, but several 
loopholes are no doubt being examined. 


Stamp Duty 


As a stimulus to house ownership it is proposed to reduce 
the rate of stamp duty so that the new rates will be 10s. 
per £100 up to £3,500 with a sliding scale up to £5,000, 
above which figure the full rate will apply. 
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Budget Estimates, 1956/57 


A.—ORDINARY REVENUE AND EXPENDITURE 


ESTIMATED REVENUE 


Inland Revenue £000 
Income Tax .. 2,085,500 
Death Duties 170,000 
Profits Tax and Excess Profits Tax 216,750 
Excess Profits Levy 4,000 


Other Inland Revenue Duties... 1,000 


Total Inland Revenue .. 


Customs and Excise— 
Customs... .. 1,204,000 


Excise «ns 953,350 


Total Customs and Excise 


Motor Vehicle Duties 


ToraAL RECEIPTS FROM TAXES 


Post Office (Net Receipt) 
Broadcast Receiving Licences 
Receipts from Sundry Loans 
Miscellaneous 


ToTAL REVENUE 


£000 


2,680,150 


2,157,350 


92,000 
4,929,500 


£5,197,500 


EsTIMATED EXPENDITURE 


Interest and Management of the National Debt 
Payments to Northern Ireland Exchequer 
Other Consolidated Fund Services : 


Supply Services— £000 
Defence— 
Army Votes 479,000 
Navy Votes 351,000 
Air Votes 517,500 
Ministry of Supply (Defence) 185,000 
Ministry of Defence .. 16,200 


1,548,700 
Less—American Aid receipts appro- 
priated in aid of Defence Votes 50,000 
Civil— 
I. Central Government and 
Finance .. 20,850 
II. Commonwealth and Foreign 90,469 
Ill. Home Department, Law 
and Justice 89,214 
IV. Education and Broadcasting 413,571 
V. Health, Housing and Local 
Government... 728,732 
VI. Trade, Labour and Supply 72,507 
VII. Common Services (Works, 


Stationery, etc.) 74,392 

VIII. Agriculture and Food ... 324,078 
1X. Transport, Fuel, Power and 

Industrial Research... 158,649 


X. Pensions, National Insur- 
ance and National Assis- 


Tax Collection— 
Customs and Excise and Inland Revenue Votes 


Less—Net reduction in Supply Expenditure 


TOTAL EXPENDITURE 
SuRPLUS 


1,498,700 


2,428,215 
52,770 
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3,979,685 
20,000+ 


4,737,685 


459,815 


£5,197,500 


*In addition £150 million for interest on the National Debt will be met from receipts under various Acts authorising such application. 


+This represents the saving expected to accrue in 1956/57 from the reductions in the bread and milk subsidies, partly offset by the cost of 
the Agricultural Price Review and the increase in Family Allowances. 


B.—SELF-BALANCING REVENUE AND EXPENDITURE 


Post Office revenue required to meet Post Office expenditure 
Excess Profits Tax, Post-war refunds (part deducted for tax) 


Total 


£000 
287,298 
1,600 


£288,898 


= 
£000 
2 670,000* 
37,000 
4 61,000 
4 10,000 
778,000 
£000 
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1955/56 Outturn and 
1956/57 Budget Estimate 


(after 1956/57 taxation changes) 


ABOVE THE LINE 


| £ million | £ million 
RECEIPTS EXPENDITURE 
| 1955/56 | 1956/57 | 1955/56 | 1956/57 
Outturn | Estimate Outturn | Estimate 
Inland Revenue | 2,539 | 2,680 | Interest on Debt | 638 670 
Customs and Excise 2,013 2,158 | Sinking Funds .. 37 37 
Motor Duties 87 92 | Northern Ireland 59 61 
| Miscellaneous | 10 10 
ToraL TAX REVENUE 4,639 4,930 | ToTAL CONSOLIDATED FUND SERVICES | 744 778 
Supply: Defence | 1,405 | 1,499 
Post Office (Net Receipt) — 10 Civil ; | 2,286 | 2,428 
Broadcast Licences 26 28 Tax Collection | 61 53 
Sundry Loans 30 30 
Miscellaneous 198 | 200 | Torat SupPLy | 3,752 | 3,980 
Reduction in Supply Expenditure 20* 
ToTAL REVENUE 4,893 5,198 | TOTAL EXPENDITURE | 4,496 4,738 
| | SuRPLUS | 397 460 
| 
| 4,893 5,198 | 4,893 5,198 
| | 
BELOW THE LINETt 
RECEIPTS | PAYMENTS | 
Interest outside Budget | ie 150 | Interest outside Budget 119 150 
Export Guarantees—Repayments 2 2 | Export Guarantees 2 7 
Housing receipts from Votes .. 7 7 | Post-war Credits . | 17 28 
Local Authorities—Repayments cond 34 44 | Excess Profits Tax Refunds 3 2 
Post Office capital repayments from Votes .. 1 3 | War Damage . 27 24 
Raw Cotton Commission—Net repayments. . 15 1 Scottish Special Housing | 5 7 
National Coal nai 8 7 | Armed Forces—Housing | 1 8 
Iron and Steel i 25 — Loans to Local Authorities : | 331 220 
New Towns—Repayments — 1 Loans to Northern Ireland Exchequer 5 4 
Town and Country Planning Acts—Repay- Loans for New Towns Development 32 35 
ments ‘ 6 7 | Post Office capital expenditure ; 70 78 
Potato Marketing Board—Repayments — 1 | Loans to Independent Television Authority 1 1 
Anglo-Turkish Armaments waged Town and Country Planning Acts— 
ments 1 1 Compensation payments 49 30 
Other repayments 1 1 Oversea Resources— 
Colonial Development 9 9 
Loans to Potato Marketing Board 5 
Loans to Sugar Board .. — | 10 
National Coal Board— 
Capital Expenditure, etc. | 86 | 70 
Loans to other Nationalised Industries ; 350 
TOTAL RECEIPTS 219 225 | ToraL PAYMENTS | Te 1,028 
Net Sum BorROWED OR Mer From ‘SURPLUS 538 803 
757 1,028 | 757 1,028 
TOTAL RECEIPTS 5,112 5,423 ToTAL PAYMENTS .. wa a ‘i 5,253 5,766 


*See rate + on previous page. 
tItems below the line are: 
1. Receipts applicable by statute to debt interest which would otherwise be paid out of revenue. 
2. Receipts applicable to debt redemption. 
3. Payments for which the Treasury has power to borrow. 
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The Royal Commission— 
Remaining Major Issues 


By JAMES S. HEATON, F.s.A.A. 


In ACCOUNTANCY for July, 1955 (pages 257-264) and August, 1955 (pages 297-301) we 
reported the recommendations of the Royal Commission on the Taxation of Profits and 
Income, with brief discussions on a number of points. We now present the ninth and last 
of a series of more detailed commentaries on the major suggestions of the Royal 
Commission. The other articles in this series were: 


Enlightenment on Stock-in-Trade, by C. D. Hellyar, F.c.A., August, 1955 


(pages 301-4). 


Corporate Taxation, by Frank Bower, C.B.E., M.A., September, 1955 (pages 


341-4). 


Taxation of Income from Property, by H. A. R. J. Wilson, F.C.A., F.S.A.A., 


October, 1955 (pages 379-83). 


Streamlining the Profits Tax, by L. A. Hall, A.c.A., A.S.A.A., November, 1955 


(pages 418-21). 


Benefits in Kind, by H. A. R. J. Wilson, F.C.A., F.S.A.A., December, 1955 


(pages 461-3). 


A New View on Oversea Profits, by C. D. Hellyar, F.c.a., January, 1956 


(pages 13-15). 


The Taxation of Capital Gains, by A. R. /lersic, M.SC.(ECON.), B.COM., 


March, 1956 (pages 91-93). 


What is Trading?, by A. J. Turner, A.S.A.A., April, 1956 (pages 135-9). 


Basis of Assessment under Schedule D (Chapter 26) 

THE FIRST Millard Tucker Committee started with “a 
strong predilection” for a change in the basis of assess- 
ment of income tax on profits under Cases I and II of 
Schedule D, but in the end practical difficulties were 
found insuperable. The greatest of these difficulties lay in 
the application of new legislation to 1,500,000 individuals 
and partnerships, for fewer than 200,000 companies 
would have presented little complication. Limited by the 
same terms of reference, the Royal Commission would 
have come to the same conclusion, but, free to consider 
companies separately, a change to a current year basis of 
assessment is recommended. As a general principle, that 
basis must be preferable. It would avoid the present 
artificiality, with its consequent complications and 
anomalies, and bring the tax more immediately into rela- 
tion with the income which is being taxed. On particular 
points, also, the Commission observes that the assessment 
for opening and closing years is such that profits of one of 
the early years are doubly brought to account, with a 
corresponding omission of the profits for one year on 
cessation. In spite of Section 17 of the Finance Act, 1954 
(relating to reconstruction of companies), the Commis- 


sion sees the opportunity for evasion by suitable timing of 
a cessation. On the other hand, a genuine commercial 
desire to amalgamate or “‘hive-off”’ part of a business to a 
newly-formed subsidiary may involve a double assess- 
ment. Finally, omission of double taxation relief for a 
year may be a serious defect of the present basis. This 
omission arises because relief is denied for a year of 
assessment that uses the profits of a basis period for a 
second time, and denied also to the profits of a year that, 
because of cessation, never enters into an assessment. 

A change for companies is, ‘accordingly, considered 
feasible and desirable, subject to limiting conditions con- 
cerned mainly with the continuity of the revenue of the 
Exchequer, avoidance of Budgetary embarrassments, and 
transitional difficulties. The scheme would follow that 
considered by the first Millard Tucker Committee, in- 
volving provisional assessments on the preceding year 
basis and compulsory collections thereon. Adjustments 
in either direction would be settled, with a full commercial 
rate of interest, on the basis of apportioned figures 
covering the tax year. Material delay in closing the figures 
would therefore be inevitable for accounting periods 
ending early in the tax year. The transitional position 
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would be covered by assessment for the last two years to 
the date of change on an average of the profits of three 
years to that date, on the lines of the Revenue practice on 
a permanent change of accounting date. Capital allow- 
ances would require special consideration so that invest- 
ment allowances might cover all relevant capital ex- 
penditure and annual allowances be related to the years of 
charge. 

The Commission sees no invidious distinction in 
restricting recommendations to companies, on the ground 
that the taxation system, through surtax and personal 
reliefs, and through profits tax, distinguishes forms of 
proprietorship. The same approach occurs in other parts 
of the majority report, and it does not seem a long step to 
treating corporate income as a separate subject of tax, 
without a separate profits tax, levied on an accounting 
period basis, and not bound by the standard rate. It is, 
however, a step at present advocated only by two mem- 
bers, in a reservation (page 345), and in the memorandum 
of three dissentients (page 382). 

In recommending the continuance of the preceding 
year basis of assessment under Case III, on grounds of 
administrative convenience, the Royal Commission 
states, at paragraph 783, that in fact the current year 
basis is available for bank interest, since adjustments may 
be made for variations in deposits. It is true that each 
variation involves an addition to, or cessation of, a 
source assessable under Case III, but experience does not 
bear out the statement made by the Commission. Firm 
opposition to a claim for adjustment is forthcoming 
when the account continues, and the point is made that 
convenience to Revenue and taxpayer is served by ignor- 
ing any such adjustments on variations of deposits. The 
rules are also imperfectly applied when one of a number of 
bank accounts is opened or closed by a taxpayer or his 
wife; whilst it is difficult to say what basis is used for 
wage-earners whose interest is covered by P.A.Y.E. 
Interest on securities such as War Loan and (usually) 
Defence Bonds, is effectively charged at present on the 
current year basis, so that the position is not so satis- 
factory as it might appear. 

The current year basis is advocated for Cases IV and 
V. The number of assessments is here only a fraction of 
those under Case III and there are special anomalies at 
present, in that opening years do not fully provide for 
double taxation relief (the same anomalies exist for Cases 
I and II); whilst cessation of income from a possession 
that still continues is covered only by complicated pro- 
visions in the Finance Act of 1952—and these provisions 
are unlikely to be invoked in practice by other than pro- 
fessional advisers. The remittance basis, where applic- 
able, is also unsatisfactory, particularly if a taxpayer 


assumes residence in the United Kingdom and remit-- 


tances from an overseas source have already been the 
practice. (Paragraph 786 (3).) 


Capital Allowances (Chapter 15) 

The first article of this series, that of July, 1955, noticed 
the views of the Commission on the effect of inflation on 
replacement of fixed assets. Much value of such an 
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authoritative report as that of the Commission attaches 
to a review, in perspective, of the present state of the law 
and practice, and this is true of the tax treatment of 
depreciation. Prior to the Royal Commission of 1920, the 
legislation emulated Topsy. The wear and tear allowance 
enacted in 1878 appears to have followed variable 
allowances for depreciation and renewals, granted by 
bodies of local Commissioners. Obsolescence was not 
statutorily recognised until 1918, when depreciation 
allowance was also, indirectly, extended to mills and 
factories. The Commission of 1920 did consider the 
general conception which ‘“‘seems to have favoured the 
primitive view that no allowance should be made for 
exhaustion of capital” (paragraph 314 of the present 
Report). One observation of 1920, in particular, reads 
ironically, as quoted at page 98: ““We think that in that 
practical world which alone can be considered for the 
purposes of taxation, the income which represents the 
taxable faculty is not a mathematical abstraction.” 
Against this background, no development in principle 
occurred until the passing of the Finance Act, 1944, and 
the Income Tax Act, 1945. Sir John Anderson (as he then 
was) indicated acceptance of the modern concept that 
trading profits did not emerge until allowances had been 
made for the amortisation of expenditure on assets used 
up in making those profits. The legislation, however, 
went only part of the way. The principle was fully 
accepted by the first Millard Tucker Committee and, in 
practice, by the Royal Commission, but the final review, 
in paragraph 328, is surprisingly equivocal on the 
theory: 


But even with a stable currency there would remain a 
fundamental difficulty in giving a final explanation of 
capital allowances. To some they appear as an allowance 
for loss of capital, made good at the expense of taxable 
profits, inconsistent with an income tax system that 
affects to ignore movements of capital and justified only 
on economic grounds as a stimulus to desired investment. 
To others they are an inescapable element in the very 
conception of a trading profit and due to the taxpayer 
less as a concession to his activity in the public interest 
than as a necessary charge that must be entered before 
he can be said to possess a taxable profit at all. What- 
ever be the right rationalisation it is clear to us that they 
have come to stay and they must be taken as an integral 
part of our system of taxing business profits. 


As to extensions of the existing system, the first Millard 
Tucker Committee is followed in suggesting allowances 
for non-industrial buildings, but the Commission goes 
further on excavation costs. At present, only the prepara- 
tion of land to receive foundations is included in cost of 
construction of an industrial building and the practice is 
stated (paragraph 395) as including excavation work of 
minor importance, where the excavation is filled in with 
concrete or other material. If cutting is a major engineer- 
ing operation, only expenditure on linings or other 
structural work is eligible. Whilst the theory that expendi- 
ture on adaptation of land, like land itself, does not in- 
volve depreciation, is accepted as logical, obsolescence is 
now accepted as an intrinsic element in capital allowances 
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and is equally applicable to costs of this nature. Cutting 
and tunnelling costs should, therefore, the Commission 
recommends, be eligible, as they already are for invest- 
ment allowance. It is envisaged that allowances would 
then extend to foundations, levellings, cuttings, tunnels, 
wells, boreholes, dry docks and reservoirs. 

In reviewing the basis of capital allowances, the Com- 
mission questions the logic of extending allowances for 
plant on the cost to the trader (as at present) without 
charging tax on realised surpluses in excess of that cost. 
The anomaly does not apply to industrial buildings, where 
allowances are confined to historical costs of construction, 
but a similar application to plant would be unworkable. 
It is true, also, that losses of capital are allowed, in this 
way, without distinguishing exhaustion, obsolescence or 
financial factors. After a somewhat tenuous argument 
(paragraphs 389 to 392), the “conclusion was that as a 
matter of sound principle the concession represented by 
capital allowances ought to be balanced by a charge on 
capital gains.” Reservations are recommended for pre- 
1946 ships and for agricultural buildings and works. 


Records, Accounts and Returns (Chapter 33) 

To ensure proper assessments and payment of tax in- 
volves measures which will enable the Revenue to pro- 
ceed with reasonable accuracy in the absence of the tax- 
payer’s co-operation. “Some strengthening of the 
Revenue’s hand is now overdue.” (Paragraph 1050). The 
Commission is satisfied that this strengthening should be 
mainly in relation to income chargeable under Cases I 
and II of Schedule D. Perhaps the difficulties of counter- 
action produce a tendency to minimise the scale of eva- 
sion of tax on spare-time occupations, such as gardening, 
painting and decorating, and car maintenance. The Com- 
mission recommends that all taxpayers assessable under 
Cases I and II should be obliged to keep records of 
receipts and payments, and annual details of stock, 
debtors and creditors. It is admitted that a legal obliga- 
tion to keep books would not by itself rectify returns of 
small traders, which are felt to be commonly under- 
stated, nor would it control deliberate fraud; but it 
would have a useful influence in reducing carelessness and 
neglect, from which much back duty springs, and 
strengthen the Inspector’s hand. Obligation to comply 
with such a requirement would be general, subject to 
power of dispensation, reserved to the local Inspector, on 
application to him for the purpose. From this step, it is 
perhaps rather surprising to find the Commission refusing 
to make obligatory the submission of accounts. This seems 
to be based on reluctance to involve all small traders in 
expense and fear of encouragement of unreliable ac- 
counts, prepared without professional assistance. It 
seems to the Commission more important to ensure that 
there is no misrepresentation in accounts which, as a 
convenience and not as an obligation, are submitted in 
support of a return. Those accounts do not in law con- 
stitute a return, and to resolve such fine distinctions, it is 
recommended that they should be made to do so for the 
purposes of assessment and penalty provisions. Further, 


the taxpayer should be required to sign a certificate that 


all cash takings have been recorded in the books and that 
all stock has been included at a stated basis of valuation. 
The logic of such recommendations is hardly self-evident. 
The accountant would tell a small trader that he must 
keep books; that he is not compelled to use those books 
for their only purpose, namely, to facilitate preparation 
of accounts; but that if, as a matter of convenience (to 
the Revenue) he does submit accounts, he must sign a 
certificate, as set out above. The Commission feels that 
such a certificate would not hamper accountants in their 
work. It might have been thought that the position of the 
profession was so vital in this matter as to call for a more 
positive attitude. On the whole, one does not feel that 
these changes would be of material assistance to the 
qualified practitioner. In the eyes of small clients, there 
may even appear to be some loss of status, by creation of 
the impression that the standing of the accountant is no 
longer sufficient to assure Revenue acceptance of ac- 
counts prepared by him. 

The recommendation that a married woman should 
put her signature to her husband’s return has been 
noticed in an earlier article. Acute difficulties can arise at 
present: the accountant’s position is often now invidious. 
The Commission feels that the husband should not be 
absolved from responsibility for returning his wife’s 
income and that his remedy is to apply for separate 
assessment. The only satisfactory procedure would 
appear to require details of a married woman’s income to 
be returned on a separate schedule, and to be covered by 
the signed declaration of her husband on the return form. 
It should be emphasised that the recommendation 
envisages the wife’s signature in all circumstances—even, 
for example, to a declaration that she has no income. 

In aid of assessing powers, it is recommended that the 
Board of Inland Revenue should be authorised to require 
production of private documents of a taxpayer and his 
wife, and that a director of a private company should be 
personally required to produce documents in his posses- 
sion or power relating to the company. Accountants are 
sometimes in difficulty when enquiries are made by the 
Inspectors directed to the affairs of third parties, rather 
than to those of their clients. It is common and desirable 
that the attitude taken should not be too narrow, and 
reasonable requests should be regarded as in the best 
interests of taxpayers as a whole. In some cases, however, 
it may be inimical to a trader’s business relationships to 
comply with a request for specific information that has no 
legal sanction. There can, therefore, be general support 
for the recommendation that businesses, and bodies such 
as the B.B.C., should be required to notify payments of 
fees, remuneration, or in respect of copyright, for ar- 
tistic, literary or entertainment services, when required by 
the Inspector by means of a notice calling for a return. 


Equity in the Taxing System 

It may be appropriate to close with some observations 
in the majority report on the place of the taxation system 
in our affairs. They are prompted by a consideration of 
the true nature of investment allowances (Chapter 16), 
as a discrimination in favour of qualifying taxpayers: 


| 
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The effective collection of income tax depends in great universal suffrage ought to be peculiarly careful to guard 
measure upon its general acceptability and that in turn itself against experiments in discriminatory taxation. 
depends upon its reputation for fairness and impartiality. Again . . . the instrument of direct taxation . . . is not 
This argues for finding vehicles other than the tax system well adapted to further discriminatory measures in the 
to convey the State’s encouragement of particular field of economics. (Paragraph 418.) 


economic purposes. (Paragraph 416.) Accepting that : 
there is ath 2s sacred about the canons of taxation, it is It remains only, at the conclusion of this series of 
still possible to think that direct taxation at least is best rticles, to pay our tribute to the work of the Royal 
resigned to a rather rigid principle of impartiality be- Commission and to hope that its warnings, no less than 
tween taxpayers and that a democracy supported by its recommendations, are heeded by the Legislature. 


The Hazards of Partnership Changes 


THE SOONER THE law is changed to 

bring assessment on to an “‘actual” Table I , 

basis, the better. Until it is, the A 

difficulties of outgoing partners and 1953/54 £21,000, increased to £ £ £ £ £ 

the executors of partners } x £27,000 x 4 x£36,000— 29,250 14,625 9,750 4,875 — 

are numerous indeed. The Royal 

Commission recommended the actual 1954/55 3x £36,000— 27,000 13,500 9,000 4500 — 

basis for companies only. We are not 4x £24,000 — 6,000 ~— 4,000 2,000 — 

convinced by its reasoning and, in 

particular, we regard the illustrations 33,000 13,500 13,000 6,500 

of the Inland Revenue in the first - 

Tucker Report as unconvincing, being 1955/56 x £24,000— 18,000 12,000 6,000 — 

directed at too petty cases. It is un- 4 x £19,000 — 4,750 2,375 1,188 1,187 

believable that we cannot work a 22,750 14,375 7,188 1,187 

system that works in other countries. 

The rule now is that on any change 1956/57 19,000 9,500 4,750 4,750 

in the persons forming the partner- 

ship, the business must be assessed 

as discontinued and recommenced, 

unless there is at least one person 

continuing in the partnership and all Table I 

the old and new partners join him in Total A. B. C D. 

claiming to carry on on the preceding £ £ £ £ £ 

year basis. The same result follows 1953/54 21,000 10,500 7,000 3,500 

1954/55 } x £27,000 20 250 10,125 “6,750 3,375 

trader or the death of one of two £27,000— 6750 4500 2250 

partners. Any such claim has to be 

made within twelve months of the 27,000 10,125 11,250 5,625 

change, a period which rarely gives 

time to see whether it is advisable to B. C. D. 

make the claim. £ £ £ £ 
Further, if there is a subsequent 1955/56 3 x £36,000 — 27,000 18,000 9,000 

change in the partners in the same or 4x £36,000 = 9,000 4,500 2,250 2,250 

the next year of assessment, and no 

similar claim is then made, the 36,000 22,500 11,250 2,250 

assessments for the ultimate and pie 

penultimate years will proceed as if 1956/57 24,000 12,000 6,000 6,000 

there had been no earlier change (the 


assessments being apportioned as 
may be just). 

It is therefore possible for the 
partners who ceased to be such on the 
first change to find themselves faced 
with additional tax liability where 
assessments are increased to actual. 
If the new partnership has assumed 
liability for the debts of the old 
partnership it will have to pay the 
additional income tax attributable to 
the outgoing partners (Stevens v. 
Britten, 1954, All E.R. 385), but not 
their surtax. When the executor of a 
deceased partner signs a claim for the 
previous year basis he cannot safely 
complete the distribution of the 
estate until after April 5 in the second 
year of assessment following that in 
which the death occurred; he must 
retain enough to meet any possible 
additional tax payable if a cessation 
occurs in the same year as the first 
change or in the following one. The 
long delay arises because notice in 
respect of a second change on April 
5 in the following year need not be 
given until twelve months later. He 
may, of course, take an indemnity 
from the continuing partners, if he 
regards them as substantial persons, 
and proceed with the distribution. 

The following sample figures illus- 
trate the problem: 

A, B and C were in partnership 
sharing profits in the ratio 3:2:1. On 
December 31, 1954, A died. On 
December 31, 1955, D was admitted 
to a quarter share. 

The profits for years to December 
31 were: 1952, £21,000; 1953, 
£27,000; 1954, £36,000; 1955, 
£24,000. It is anticipated that the 
profits for 1956 will be £19,000. 

(1) If no notices are given, the assess- 
ments will be as in Table I. 

(2) If notices are given on both 
changes the assessments will be as in 
Table II. 

(3) If notice is given on the first 
change but not on the second the 
result will be as in Table III. 

(4) If notice is given on the second 
change only the figures are as in 
Table IV. 

The summary is given in Table V. 

This is a case where if the trend of 
profits for 1956 was anticipated 
before the end of December, 1955, 
B and C would want to adopt course 
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Table Ill 
Total A. B. D. 
£ £ £ £ £ 
1953/54 As in (2) 21,000 10,500 7,000 3,500 — 
1954/55 (1) 33,000 13,500 13,000 6,500 — 
1955/56 (1) 22,750 — 14,375 7,188 1,187 
1956/57 (1) 19,000 a 9,500 4,750 4,750 
Table IV 
Total A. B. ao D. 
£ £ £ £ £ 
1953/54 As in (1) 29,250 14,625 9,750 4,875 — 
1954/55 3 x £36,000= 27,000 13,500 9,000 4,500 — 
4x £24,000= 6,000 — 4,000 2,000 — 
33,000 13,500 13,000 6,500 
1955/56 3 x £24,000 18,000 12,000 6,000 
4 x £24,000 6,000 3,000 1,500 1,500 
24,000 15,000 7,500 1,500 
1956/57 24,000 12,000 6,000 6,000 
Table V 
Total A B. wh D 
£ £ £ £ £ 
Under (1) 104,000 28,125 46,625 23,313 5,937 
(2) 108,000 20,625 52,750 26,375 8,250 
(3) 95,750 24,000 43,875 21,938 5,937 
(4) 110,250 28,125 49,750 24,875 7,500 


(3), whereas method (2) would benefit 
the estate more. The decision whether 
or not to give an indemnity could 
be come to only after estimating the 
likely results, guessing future rates of 
tax and calculating the anticipated 
liabilities. Assuming that none of the 
partners had any other income, and 
that present rates of tax continue in 
1956/57, the figures would work out 
as in Table VI on the next page. 
The conflicting claims here are self 
apparent. Immediately following A’s 
death, his executor could expect no 
co-operation from the continuing 
partners, until they saw the trend of 
profits and the possibilities of a 
further change. Could A’s executor 
look ahead and give an indemnity to 
B, C and D? It seems too great a risk. 
Consider the complications in the 


above illustration if B had died on 
March 31, 1956. There are many 
other possibilities. 

All those advising partnerships 
ought to study the agreement. It 
is wise to consider a provision that an 
outgoing partner and the personal 
representative of a deceased partner 
must join in a claim if the others so 
require, in return for which an 
indemnity is to be given. Even then, a 
personal representative may hesitate 
to distribute the estate until the 
“danger period” has expired. More- 
over, such an indemnity clause can- 
not be contemplated by a relatively 
poor partner where other partners 
have considerable private incomes. 
The problem bristles with difficulties 
which must be envisaged in the cir- 
cumstances of each individual case. 
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Taxation 
Taxmanship 
1953/54 Under (1) Mes 31 48 Our cousins in the U.S.A. have given 
(3) 10,500 7,000 3,500 — this title to what is usually referred to 
here as “legal avoidance.”’ The First 
Saving on 4,125 2,750 1,375 National City Bank in their ‘“‘Month- 
ly Letter” for March, 1956, say 
hermes (inter alia) on this topic: 
**Taxmanship” is the generic name that 
1953/54 Under (1) 14,625 9,750 4875 — of 
that do not have to be shared with Uncle 
(2) 10,500 7,000 3,500 — Sam or that can be subtracted from 
otherwise taxable income in order to re- 
Saving on 4,125 2,750 1,375 a duce the tax due or qualify for a refund 
of tax withheld. The income tax return 
engages all the wits and money-saving 
1954/55 (1) 13,500 13,000 6,500 — instincts of millions of do-it-yourself 
2 10,125 11,250 5,625 — fans. 
2) The Internal Revenue Service has 
' urged people to work out their returns 
Saving on 3,375 1,750 for themselves, to spare the burdens on 
the revenue agents. Internal Revenue 
Commissioner Russell C. Harrington 
1955/56 (1) 14,375 = 7,188 gives assurance that the return is not 
(2) 22,500 11,250 2,250 complicated: “‘A high school kid should 
be able to fill out the average return if he 
knows arithmetic.” 
Increase on 8,125 4,062 = 1,063 With do-it-yourself projects outward 
—_— simplicity is often deceptive. The real 
do-it-yourself fan ignores the simplici- 
1956/57 (1) 9,500 4,750 4,750 ties of the law so as to give undivided 
(2) 12,000 6,000 6,000 | attention to the complexities. The big- 
gest-selling of all how-to-do-it books 
are the popularised guides to income tax 
Increase on 2,500 1,250 1,250 savings. 
pees According to Sidney Margolius, 
writing in Harper’s a year ago on “The 
Savings under (3) 1953/54 Income tax (1.T.) 1,855 1,238 619 —_ Art of Taxmanship or How to Save 
Surtax (S.T.) 1,884 981 284 o— Money Without Going to Jail”: 
In these days of soaring taxes, the strategy 
of tax avoidance—or taxmanship—has be- 
3,739 2,219 903 come a new national pastime, second only to 
baseball in general interest and to none in 
excitement, because more people can play 
Savings and increases under (2) and all of them play for keeps. 
1953/54 as above —3,739 —2,219 — 903 i To provide for the growing enthusiasm 
for the game, a sizeable new industry—tax 
1954/55 1.T. -1519 27 - — experting, the science of “minimising”— 
S.T. —1,509 — 793 — 266 a 
its own. J. K. Lasser’s tax guide alone ha 
1955/56 1.T. +3,453 +1,726 + 452 sold more than thirteen million copies in its 
S.T. +4047 +1,545 + 25 eighteen pre as the vade 
mecum, and this year its sales are running 
1956/57 1.T. +1,063 + 531 + 531 100 per cent. ahead of last. 

S.T. +1,037 + 331 + 331 There are also seven other annual guides, 
and Commerce Clearing House—one of the 
big professional tax services which ran its 

Saving 6,767 — — — presses on three shifts during 1954—is cur- 
ao rently building a huge new plant to keep up 
Increase F 5,801 2,570 1,339 with the national hunger for tax tips. There 
is even a Tax Book Club for deduction 
aficionados and a monthly magazine, 

Taxes. 
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Training for Management. 


* FOR JUNIORS—Carefully graduated Courses 


Post coupon, or write, to 


5 Regent House, 
6 Norfolk St., Strand, 
London, W.C.2 


45 years of Successful 
Educational Service 


Highly Successful Courses 


% FOR ARTICLED CLERKS—Sound, authoritative, complete Courses 


for the Institute, Society and Association Examinations. 


%* FOR AUDIT CLERKS—The famous “Safe Pass” Courses for S.A.A. 
* FOR QUALIFIED MEN-I.C.W.A. Courses with concessions; and 


% FOR CAREERS IN INDUSTRY—Incomparable I.C.W.A. Courses. 


in Book-keeping, 
Auditing and all Commercial subjects. Specialised Courses for the Prelims. 


THE SCHOOL OF ACCOUNTANCY 


105 Regent House, 
2 West Regent Street, 
Glasgow, C.2 


| POST THIS 
| COUPON TODAY 


| Please send me a copy ef your 
! Prospectus. I am interested in 
| the Examinations of the Institute/ 
Society/Association* 


Name 


Address 


*If you are interested in other 
Examinations, or in non-examina- 
ion tuition, please add details. 105 


The Pounds, Shillings 
and SENSE of saving 


This large century old Building 
Society offers to you and your clients 
an opportunity to save small or 
large amounts (£1 to £5,000) with 


NEW INCREASED 
INTEREST RATE 


re) ="_no risk of depreciation, yielding a 
S safe yet increased rate of interest 

= __without income tax complications. 
re) — Savings may be paid into any of 
= _the Society's Branches or Agencies 
= or to any Branch of the National 

~Provincial Bank Ltd. 

Equals if == There are no stamp duties, com- 

rate ==_-missions or incidental charges and 
savings can easily be withdrawn. 
Assets £26,000,000 Reserves £1,100,000 


Thete 8 no better Building Suciety 
NORTHAMPTON 


Town & Gounty BUILDING SOCIETY 


Established 1848 
Head Office: > 
ABINGTON STREET, NORTHAMPTON. Telephone 2136 (5 lines) 
London Office: 


107 KINGSWAY, LONDON, W.C.2. Telephone CHAncery 8392/3/4 


WISE 
ACCOUNTANTS 
RECOMMEND 


SIMPLEX 
ACCOUNT BOOK 


TO THEIR 
CLIENTS 


A SYSTEM OF BOOKKEEPING WHICH 


SIMPLIFIES AUDITING 


WRITE FOR DETAILS TO 


GEORGE VYNER 


2 BROOKS YARD, MARKET STREET 
HUDDERSFIELD, YORKS. 


SPECIAL TERMS TO MEMBERS OF 
THE ACCOUNTANCY PROFESSION 
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That’s what they are doing, because talking of analysis means ... . 


Talking about the Analytical Accounting Machine with 
198 registers. 


It’s worth talking about, because .. . . 


It is the easiest, quickest and most accurate method of analysis 
yet devised. 


Sales Analysis, Purchase Analysis, Cost Analysis ... . all 
carried out at the rate of 1,000 items per hour and far cheaper 
than by any other method. 


We nearly forgot—ledger posting with simultaneous analysis—absolutely 
unique! 


Details from: 


| VDOC LOGABAX LTD., 21 Buckingham Palace Road, London, S.W.|. 
£EXG Telephone: TATe Gallery 8142-3-4. 


Branches at: Birmingham, Manchester, Leeds and Nottingham. 
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The taxmanship movement has a 
simple foundation. Congress has been 
remiss in getting tax rates down to 
tolerable levels. So the enterprising 
citizen is driven to do it himself. 

Gratifying as it is to observe still 
another manifestation of the resource- 
fulness of the American people, there 
are some less satisfactory aspects of the 
movement. The income tax rates set the 
rewards for evasion so high that the 
basic honesty of the people is sorely 
tested. Mr. T. Coleman Andrews, Mr. 
Harrington’s predecessor as Internal 
Revenue Commissioner, said on a 
radio programme a month ago that the 
present progression of personal income 
tax rates is “the greatest potential that 
anyone has ever thought of for making 
out of us a nation of liars and cheats.” 

It would be well for the Congress to 
give heed to trends that undermine the 
moral base of our civilization. 


Unfortunately Mr. Andrews’s re- 
marks are applicable equally or 
perhaps more so in the United 
Kingdom. There is a marked and 
regrettable lessening in the good 
relations that have existed between 
the Revenue officials and the tax- 
payer. All over the country we hear of 
cases where officials seem to try to 
stretch the Acts in the favour of the 
Revenue. Increasingly we hear refer- 
ences to the “squeeze” in this 
direction. 

Formerly, the taxpayer was given 
the benefit of a doubt on the meaning 
of a provision; today it seems that 
the Revenue regard any doubt as 
against the taxpayer. Moreover, the 
delays on the part of the Revenue are 
often hardly excusable, as has been 
brought to light in more than one 
case in the Courts (see our Profes- 
sional Note last month (page 117) on 
“Suffering by the Revenue’s Delays’’). 

As an example in a_ small 
instance quite recently, it took 
several letters to have allowances set 
against an assessment on untaxed 
interest (which wiped out the tax) 
because the Schedule E Assessment 
could not yet be made though the 
income was known. The Inspector in 
one letter-said: “In view of the time 
which must elapse before your 
client’s director’s fees are settled, I 
suggest that the tax charged be paid 
and any necessary adjustment be 
made when the total income is 
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known.”’ Only firmness on the ac- 
countant’s part resulted in the ad- 
justment being made at once. Even 
then the allowances were not quite 
exhausted, a balance being left for 
repayment against dividends. 


Budget Effects 


Profits Tax 

The new rates mean that a dividend 
(when there is no franked investment 
income) will involve paying away an 
amount equal to the gross dividend 
plus an additional 55 per cent. 
thereof. 


Proof £ 
Dividend of 20,000 
Add: 55% 11,000 
Profits needed £31,000 
£ £ 
Profits tax 31,000 at 30°%= 9,300 
Dividend 20,000 
£11,000 at 27%= 2,970 
6,330 
Income tax 31,000 at 8/6 = 13,175 
Dividend 20,000 
Less Income 
tax at 8/6 8,500 
11,500 
Total paid away £31,005 


Yet there is non-distribution relief 
of £2,970! 


The New Savings Certificates 

The new certificates are very attrac- 
tive to surtax payers, who have 
always found their predecessors 
profitable as far as they go. With an 
effective rate of 4} per cent. free of 
tax, a surtax-payer liable at 15/— in 
the £ gets a true return of 17 per 
cent.; one liable at the maximum 
rate of 18/6 gets a return of 56% per 
cent. 


The “‘Savings Bank” Relief 

Saving tax on £15 interest from the 
Post Office or other Savings Bank 
will not give much relief to a surtax 
payer. If liable at 6/6 in the £ he will 
pay (on £15 « 20/114—£26) surtax of 
£8 9s. Od. whereas income tax and 
surtax on £15 would have been £15 
at 15/-=£11 5s. Od. If liable at 10/- 
in the £ he will pay £26 at 10/-= 
£13 Os. Od. instead of on £15 at 18/6 
=£13 17s. 6d. 
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Clitas 

Release Number 31, dated April 5, 
1956, of the Current Law Income Tax 
Service has been issued. It covers a 
further digest of cases, together with 
three double taxation orders dealing 
with the Federal Republic of Ger- 
many, Pakistan and the Isle of Man. 
There are also included the texts of 
exchanges of notes with Denmark 
and Norwayextending the agreements 
already in force with those countries. 
Key Date for Factories”—A 
Correction 

Two readers take us to task for an 
interpretation made in the article “A 
Key Date for Factories” on page 94 
of our issue of March, 1956. We took 
capital expenditure on an industrial 
building, incurred between April 6, 
1944, and January 31, 1945, as 
deemed to have been incurred on 
April 6, 1956—that is, in the basis 
period, the year to January 31, 1957, 
making the year of assessment 
1957/58. Our correspondents point 
out that the Income Tax Act, 1952, 
does not provide that the annual 
allowance is first given for the fiscal 
year in the basis period for which the 
appointed day falls. On the contrary, 
they say, Section 266 (1) (a) of 
the Act provides that the annual 
allowance shall be made for a year 
of assessment, in the basis period for 
which the building was an industrial 
building, provided that that year of 
assessment is not a year of assess- 
ment before that in which the ap- 
pointed day falls. 

Our readers appear to be correct. 
The fact that the expenditure since 
April 5, 1944, is deemed to be in- 
curred on the appointed day affects 
only initial allowances. We apologise 
for the error and are grateful to our 
readers for drawing attention to it. 
We can plead in extenuation only 
that most of those who have written 
on this topic appear to have fallen 
into the same trap. 


Relief from Double Estate Duty— 
India 

An agreement between the United 
Kingdom and India on relief from 
double estate duty has been signed. 
A draft Order in Council containing 
the full text has been published. 
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Recent Tax Case 
By W. B. COWCHER, 0.B.£., B.LITT. 


Income Tax 


Trade—Stock-in-trade—Transfer of busi- 
ness—Question of valuation of trading 
stock at discontinuance of one trade and 
at commencement of new trade—Pro- 
cedure where “question” arises—Right of 
all interested parties to be parties in 
appeal procedure. 


C.1.R. ». Barr (Henry & Galt) 
(Court of Session, Inner House, Decem- 
ber 21, 1955, T.R. 353), was concerned 
with an important point of principle in 
regard to the provisions of Section 26 
of the Finance Act, 1938, now Section 
143 of the Income Tax Act, 1952. This 
Section was an elaborate anti-evasion 
enactment intended to stop a serious 
loss of tax and, inter alia, to ensure 
within the limits specified in the Section 
that for tax purposes in the case of 
““succession”’ to a trade the valuation of 
trading stock at the final determination 
of the one trade and at the commence- 
ment of the new trade should be the 
same figure. It is obvious that in such a 
case the interests of vendor and pur- 
chaser are directly opposed. By Section 
26 (2) (c) in the event of any “‘question”’ 
arising it is to be determined “as if it 
were an appeal” against an assessment 
under Schedule D and the provisions 
relating to such appeals are to apply 
“‘with any necessary modifications”—a 
vague provision met with elsewhere 
admitting flexibility without divergence 
from principle. By Section 26 (2) (a), 
where the same body of General Com- 
missioners have jurisdiction with regard 
to both “trades,” they are to determine 
any “question” of the stock-in-trade 
value unless “‘all the parties concerned” 
—whether the Revenue is included in 
this phrase would seem to be not abso- 
lutely clear, Lord Sorn’s “no doubt” 
indicating a possibility of doubt— 
agree that it shall be determined by the 
Special Commissioners. The vital point 
is that although any “‘question” arising 
under Section 26 is to be determined, as 
if it were an “appeal,” it is not one. 
Although the procedure is to be similar, 
in the event of an appeal against an 
assessment, in the absence of any special 
provision, the only “party” to that 
appeal apart from the Revenue is the 
person assessed. Notwithstanding that 
the result may be of important concern 
to another person or persons he will not 
have the rights of a “party.” 

In 1946, the respondent sold to a Mr. 


Reid his business as an ironfounder as a 
going concern. The consideration was 
£14,000 of which by agreement £3,000 
was allocated as the price of stock and 
work-in-progress. In respondent’s ac- 
counts for his final year £818 was shown 
as the value of these assets, and he was 
assessed in accordance with his return. 
When, however, Mr. Reid’s tax liability 
as successor came to be considered, he 
claimed £3,000 as the commencing 
figure and the Inspector had thereupon 
caused three additional assessments to 
be made upon the respondent, their 
validity, apart from the question of 
procedure, being contingent upon 
£3,000 and not £818 being correct. The 
respondent had appealed against these 
assessments and the General Com- 
missioners dealing with the matter as if 
it were an ordinary appeal, had on 
March 19, 1951, held that £818 was the 
correct figure and that the evidence 
showed that the respondent had not 
sold the stock-in-trade and work-in- 
progress for £3,000. The Inspector had 
not expressed dissatisfaction and, so, no 
case had been demanded by him. 
Whilst for the time being Mr. Barr 
had reason to be pleased, the Revenue 
apparently found that they could not 
enforce the Commissioner’s decision 
against Mr. Reid, and, a year after- 
wards, on March 17, 1952, the Inspector 
had again brought the case before the 
General Commissioners. In effect, he 
invited them to bring Mr. Reid into the 
proceedings and to hear the whole case 
again. This, however, they had refused 
to do and had simply affirmed their 
previous decision. The Inspector had 
thereupon expressed dissatisfaction and 
demanded a case. On the matter coming 
before the Court of Session (Inner 
House) it was held unanimously that the 
provisions of Section 26 (2) had not 
been complied with and the proper 
parties convened, and that the Court had 
no option but to set aside the whole 
proceedings although it recognised that 
this put Mr. Barr into a most unfor- 
tunate position. There were two full 
judgments, by the Lord President 
(Clyde) with which Lord Carmont ex- 
pressed complete agreement, and by 
Lord Sorn with which Lord Russell 
concurred. Although all their Lord- 
ships agreed in their final conclusion, 
there was a curious difference between 
the two judgments. Lord Clyde stressed 
that Mr. Reid had not been heard or 


given the opportunity to be heard or 
even represented and had been absent 
from the proceedings before the Com- 
missioners. Nevertheless, it is clear from 
Lord Sorn’s judgment that this was not 
so. The case had come before the Com- 
missioners on February 5, 1951, and 
had been adjourned until March 19, 
1951, when Mr. Reid had attended and 
given evidence in the capacity of a 
witness, the only capacity in which he 
could appear in an ordinary income tax 
appeal. As Lord Sorn pointed out, this 
was quite a different thing from being 
a “party,” giving him no right to ask for 
a stated case if dissatisfied with the 
Commissioner’s determination. 

One of the arguments for the Crown 
deserves notice. It was contended that 
the determination of March 19, 1951, 
was not a final determination, because 
the additional assessments had not been 
formally discharged. Lord Sorn said 
that there was no substance in the con- 
tention. Having given their determina- 
tion there was, in the circumstances, 
nothing left for the Commissioners to 
do. The assessments were, he said, auto- 
matically discharged, and all else would 
have been an empty formality. Although 
the approved procedure under Section 
26 is based upon the inferences from 
four words in Section 26 (2), there are 
other cases of Schedule D appeals in- 
volving the same fundamental principle 
where there is apparently no statutory 
guidance whatever—for example, where 
the question is whether one of the parties 
entitled to taxable income is or is not a 
married woman living with her husband. 
Let it be assumed that an assessment 
has been made upon Mrs. A in respect of 
her income. Before the General Com- 
missioners, on appeal, she contends that 
she is a married woman living with her 
husband and that the assessment should 
be made upon him. She wins the deci- 
sion, her evidence being accepted with 
or without Mr. A appearing as a wit- 
ness. A new assessment being then made 
upon Mr. A in respect of the same in- 
come, he elects to be heard by the 
Special Commissioners and they, with 
or without the evidence of Mrs. A, 
accept his evidence and, in turn, dis- 
charge the assessment upon him. Except 
by agreement between the parties or the 
absence of any election, there is no 
means of ensuring that even where con- 
current but alternative assessments have 
been made they will come before the 
same body of Commissioners at the 
same time; and neither Mrs. A nor 
Mr. A will have “‘party” rights except as 
regards assessments made upon them 
personally. 
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The Month in the City 


Awaiting the Budget 

The closing days of March and the 
first half of April were occupied mainly 
with the steps leading up to the presenta- 
tion of Mr. Macmillan’s first budget. 
The pattern of White Papers is by now 
familiar, but to it have been added this 
year a normal paper and its popular 
edition dealing with the relation be- 
tween stability of money values and full 
employment. The utility of this docu- 
ment is somewhat impaired by the 
failure to give any hint of a definition of 
the meaning of full employment and it 
seems very doubtful whether it will 
achieve its object of converting the pub- 
lic at large to putting stable prices ahead 
of other considerations. As to the other 
papers, the Economic Survey now con- 
tains virtually nothing about the future 
but, by robbing the preliminary national 
income and the final balance of pay- 
ments papers of most of their content, it 
has been made into an excellent review 
of 1955, subject to the usual errors and 
omissions. Perhaps the best short 
summary of the net results of this flood 
of paper is to say that invisible exports 
fell with the deterioration in the visible 
balance and that the loss of gold and 
dollars would have been even greater 
but for some improvement on the year 
in the position of the rest of the sterling 
area. That is to say that we in the U.K. 
had no one but ourselves to blame for 
our troubles. It is also fairly established 
that the bulk of the price rise is due to 
higher internal costs and that, while we 
were investing more than we were pre- 
pared to save voluntarily, the productive 
investment was below the level of some 
of our competitors. A further document, 
the final revenue account for the finan- 
cial year, showed a surplus on traditional 
lines and a modest overall deficit. All 
informed comment immediately set out 
to demonstrate that this did not mean 
that tax concessions of any importance 
would be possible in the new financial 
year, although it was hoped that some of 
the less costly suggestions for removing 
inequities, advanced by the Royal 
Commission, might be implemented. 


Oversea Troubles 

This is a fairly unsatisfactory back- 
ground for the investment markets and 
it has to be added that political dis- 
turbances in North Africa and the Mid- 


dle East might well have discouraged the 
“bulls.” Actually, it was not until the 
reverse for the moderates in Ceylon was 
established that markets were much 
affected by oversea factors. Since then 
there has been a rally on the U.S. 
President’s promise to take a hand in 
the Middle East. It is true that there 
have been other favourable factors. 
Each of the first three months of the 
year has produced an increase in the 
gold and dollar reserves and, largely as 
a result of the closing of open positions, 
sterling has recently risen almost to the 
best of the year. It is, however, very 
evident that we are far from being out 
of the wood as yet and it is rather sur- 
prising that on most days in the period 
covered by this review prices in most 
sections have risen. The rises have on 
the whole been moderate but those in 
gilt-edged were greater than in the 
preceding month. The only really weak 
sections have been gold, tin and rubber, 
and over part of the period Middle East 
oil shares, the last three all on political 
factors. In parallel with the slight rise in 
the Funds, there has been a small decline 
in the average rate for Treasury and 
some other bills. Between March 19 and 
April 18, the feelings of a somewhat idle 
investment market are reflected in the 
following changes in the indices of the 
Financial Times: Government securities, 
up from 85.90 to 87.32; fixed interest 
from 95.82 to 96.74; industrial Ordinary 
shares from 179.5 to 191.7; gold mines 
down from 88.6 to 81.3. 


Trustee Issues 

A glance at the end-year revenue return 
will show a very marked change in the 
experience as regards Government lend- 
ing to the local authorities in the first 
quarter of the calendar year. Most of 
the money required by these bodies con- 
tinued to be raised on mortgages at in- 
creasing rates of interest. However, 
three borrowers, two in this class, have 
applied to the market. For the first time 
since 1924, Edinburgh came to the 
market. The offer of £2.5 million 5 per 
cent. stock 1968-71 at 994 was covered 
eight times and immediately went 
to a considerable premium. This oppor- 
tunity was too good to miss and nine 
days later Surrey raised an equal amount 
in 5 per cent. stock of the same date 
offered at par. The reception was less 
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good and a small discount has been 
established. A fortnight later—Easter 
intervening—British Guiana offered in 
London £3 million—part of a total 
issue of £3,540,000—of 5 per cent. 
stock 1980-85 at 96}. It is unfor- 
tunate that the Ceylon election result 
came through on the morrow of the 
announcement of the issue, which on a 
purely mathematical basis looked very 
attractive. However, Colonial loans are 
distinctly out of favour at present and it 
was fully satisfactory that applications 
for more than £50,000 could be cut by 
12 per cent. The price soon became par. 
There have also been some rights issues 
on terms sufficiently favourable to permit 
considerable premiums to develop. 


Controlling Bank Liquidity 

In view of reports that official 
measures may be taken to establish 
prescribed and variable liquidity ratios 
for the British banks, attention ought to 
be directed to two articles on this 
subject in The Banker and Lloyds 
Bank Review from the pens of Messrs. 
Wilfred King and Manning Dacey, 
respectively. It has been suggested that 
some such practice, whether enforced by 
legislation, or secured by the more usual 
method of a discreet indication from the 
Bank of England, would be a less costly 
way of controlling credit than by opera- 
tion on long term rates of interest. 
Neither writer has much to say in 
favour of prescribed liquidity ratios. 
Clearly it is a matter in which investors 
are concerned and the whole subject is 
fully and cogently treated in each of two 
extensive articles. 


Books Received 
(See also page 190.) 


The Certified and Corporate Accountants’ 
Year Book, 1955/56. List of Members, 
Articles of Association, Bye-Laws and 
Regulations. (Association of Certified and 
Corporate Accountants, 22 Bedford Square, 
W.C.1.) 


Rateable Values in Lancashire. A Com- 
parison of Rateable Values on Revaluation. 
Pp. 22. (Norman Doodson, F.1.M.T.A., 
F.S.A.A., County Treasurer, County Hall, 
Preston.) 

Welfare Services Statistics, 1954/55. Pp. 23. 
(Institute of Municipal Treasurers, 1 Buck- 
ingham Place, London, S.W.1, and The 
Society of County Treasurers, Shire Hall, 
High Pavement, Nottingham: 3s. post free.) 
Housing Statistics 1954-55. Pp. 75. (The 
Institute of Municipal Treasurers and 
Accountants, I Buckingham Place, London, 
S.W.1: 7s. 6d. post free.) 
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Points 


Published 


A Pointer on Published Accounts 

YET FURTHER SUPPORT has appeared for 
the plea of Sir John Braithwaite for 
brighter company reports—this time 
from Daniel Greenaway and Sons, the 
City printers who have been responsible 
for many sets of accounts. Last month 
the writer reviewed in these columns a 
book by Professor R. J. Chambers, of 
Sydney University, who gave an ex- 
haustive academic treatment to the 
subject. Inevitably, however, it is one 
thing to discuss a subject objectively, 
and quite another to appreciate the 
finer technical considerations that have 
to be taken into account in translating 
the ideal into the practical. An admir- 
able attempt to bridge the gap has been 
made in The Annual Report, which has 
just been issued by Greenaways. In a 
foreword Lord Chandos commends it 
to the study of chairmen and directors, 
but its appeal must lie in a far wider 
circle than this, for in it the expert 
talks in terms which the layman can 
understand. 

Some of the more general points that 
are made follow similar lines to those 
discussed by Professor Chambers, but 
there is a hard realism behind such 
questions as “Obligation or oppor- 
tunity? . . . whose business is it? ... 
what about your workers?” and, 
“what of your prestige?” 

There need not necessarily be any- 
thing particularly far-reaching or revo- 
lutionary behind making company 
accounts interesting as well as informa- 
tive—provided full use is made of 
creative ability, imagination and the 
printing “know-how.” The last of these 
qualities is by no mean the least import- 
ant, and it is the citation of the many 
common typographical faults and the 
simple way in which these can be recti- 
fied that makes the book such a useful 
publication in helping to stimulate in- 
terest in this increasingly important 
field of company accounts. For instance, 
differing type faces, which are so often 
used to make a page look more interest- 
ing, can ruin the effect by giving the 
appearance of fussiness if too many 
varieties of type are scattered throughout 
the text. The dangers inherent in this 
practice, as with most typographical 
features, is that one is not always aware 
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From 
Accounts 


of what is wrong beyond a vague feeling 
that something is not quite right. The 
value of the expert is that he can tell 
immediately just what is wrong. Even 
more important, he can prevent the 
error being perpetrated if he is brought 
into consultation at the design stage. 
Figures should always be arranged in 
clear, easily-read columns and kept well 
clear of text matter, the book points out. 
There is also to be noted the sanction 
for the omission of shillings and pence. 


Donald Macpherson’s New Format 
Last year Donald Macpherson’s ac- 
counts were printed on a single folded 
foolscap sheet. This year the size has 
been cut to quarto, a stiff cover has been 
put round the whole, and the number of 
pages has gone up to eight. This new 
format makes a much more pleasing 
appearance, bearing out the truth of 
Greenaways’ observation: “It is a good 
rule that, in a longish document, sixteen 
quarto pages make a more convenient 
and pleasing format than thirty-two 
octavo pages. In a shorter report, on the 
other hand, eight octavo pages are to be 
preferred to four quarto pages.” No 
doubt the change has been made to 
accommodate the incorporation of 
consolidated results this time. 


The Order of the Assets 
An interesting accounting point arises in 
the accounts of Stead and Simpson, 
where the current assets, as at December 
31 last, are set out as below. 

This arrangement is hardly good ac- 
counting practice, for it violates one of 
the axioms of laying out a balance 


sheet—namely, that assets should be 
marshalled according to their relative 
liquidity. It would have been better 
practice if the company had listed the 
assets thus: stocks, debtors, invest- 
ments, tax reserve certificates, bank 
balances, cash in hand. The reverse of 
this order would, however, have been 
equally acceptable, though the former is 
the more widely adopted style. 


Better Building Society Accounts 

The progressive thinking for which the 
Co-operative Permanent Building Society 
has acquired a reputation is evident in its 
latest accounts. They are one of the very 
few sets of accounts in the building 
society movement to incorporate com- 
parative figures. Perhaps there is not the 
same urgency to make comparisons for 
non-profit making undertakings as 
there is for commercial and industrial 
companies, but nevertheless the prac- 
tice of giving the comparative figures in 
the accounts is a useful one which the 
movement as a whole would lose noth- 
ing by adopting. By and large, building 
society accounts are uninspiring docu- 
ments: few contain more than the bare 
essentials of information and, though 
there are worthy exceptions, few 
attempts are made to brighten up their 
presentation. In general format the 
Co-operative’s accounts follow those of 
previous years, but the balance sheet 
lay-out has been noticeably improved 
by putting the main groups of items, 
balances due or outstanding on mort- 
gage, premises and equipment, and so 
on, in capital letters. The presentation is 
thus made much clearer and simpler. 
Another improvement is the insertion of 
a new heading, liquid assets, with three 
sub-headings, (i) investments, (ii) Trea- 
sury bills and (iii) balances at bankers 
and cash in hand. Bearing in mind the 
importance of all these items in rela- 
tionship to the assets as a whole, the 
new arrangement is much more satis- 
factory. 


CURRENT ASSETS 


£ £ 


£ £ 


Investments in Government securities 


62,388 at or under cost 


62,253 


(The market value at December 31, 
1955 was £61,645) 
430,900 Tax reserve certificates rs ue 482,825 
Trade debtors and payments in 


23,485 advance 28,888 

1,202,189 Stock in trade and sundry stocks .. 1,168,074 

667,906 Bank balances 829,601 

975 Cash in hand 919 
2,387,843 2,572,560 
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John C. Harper 


PROFIT SHARING in practice and law 


‘Considering the relatively small degree of practice in profit sharing in this country a surprisingly large number of books have 
been written upon the subject. This new one, however, is warmly welcome and will clearly be the principal work of reference 
and guidance for some time to come ... a clear and comprehensive guide to the full range of profit sharing schemes . . . 
Immense value . . . To any businessman considering the introduction of a profit sharing scheme or to any professional man 
called upon to advise or to prepare a scheme, the book is invaluable. It can moreover be profitably read with interest and 
pleasure by all who are concerned in this rapidly-developing field of industrial relations..—The Business Law Review. 


39s. 9d. post paid 


- Chambers 
The Function and Design of 


COMPANY ANNUAL REPORTS 


The publication of annual reports has long been regarded as a formality, imposed from without and tolerated within. The 
report is, however, part of the system of communications which informs, knits together and energises an organisation. Its 
capacity for promoting understanding and goodwill has not been fully exploited. Misunderstanding and misinterpretation will 
flourish while the facts continue to be suppressed. 

Much of what is here written about company reports applies to business communications generally, and to the reports of 
governmental and other organisations. Intelligent criticism of public institutions can only flow from informed opinion. The 
subject should, therefore, be of interest to administrators and accountants, to investors and their advisers, to public relations 
and labour relations experts, and to many of the general public as citizens. 


R. 


£2 12s. 6d. post paid 
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Publications 


The Investor’s Pocket Book. Edited by 
Carlton Wallace. Pp. 160. (Evans 
Brothers Lid., London: 5s. net.) 


THIS LITTLE BOOK gives wide scope to 
the “investor”. Investments are taken 
to range from freehold and leasehold 
property to insurance policies. Most of 
the book is concerned with securities, 
but it might have been better if it had 
been entirely limited to them, including 
in the term securities National Savings 
certificates and building society shares. 
If forms of investment outside securities 
had been excluded there could have been 
a more complete discussion of important 
related subjects like balance sheets, 
taxation and so on. To refer to double 
taxation relief and pass on in twenty-one 
lines might conceivably deceive the in- 
vestor into dismissing the topic equally 
lightly—his accountant might manage 
to raise a wry smile! 

A popular misconception that finds 
its way into the book is that a prospective 
investor should go to his bank manager 
or lawyer for advice on a particular 
stock or share. It is not a banker’s duty, 
nor a lawyer's, to advise on securities. 
The prudent banker, asked for advice, 
falls back on his stockbroker, obtains 
an opinion and passes this on to his 
customer—but adds nothing to it 
except a note that it is a broker’s opinion. 

A book that purports to cover such a 
large subject in such small compass 
lays itself open to some criticism, but 
there there is also much to praise. 
Factually, the content of the book is 
good and the appendices of terms and 
tables are useful. One or two favourite 
investment systems are discussed. Some 
sound advice is given to investors, par- 
ticularly that they should take more than 
a passing interest in the company or 
property in which they have holdings. 
The section on new issues is sound. 

Well printed and of handy size; not 
perhaps for the pocket but certainly for 
a drawer in the desk as a little 
reference book usefully indexed. J.M.v. 


Financial and Administrative Accounting. 
By C. Aubrey Smith and Jim G. Ash- 
burne. Pp. x-+-493 (McGraw-Hill Book 
Co. Inc., U.S.A.: $7.00 net.) 


IT IS PROBABLY true to say that our 
American professional colleagues have a 
proclivity to write more books on ac- 
counting and cognate subjects than we 
have in this country. The claim of this 
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book to be the only one “‘available 
written expressly for the user of account- 
ing data rather than the producer” is 
therefore somewhat surprising. In one 
chapter the primary purpose of the book 
is said to be the presentation and ex- 
planation of the methods and philosophy 
of accounting and to suggest the uses of 
accounting data so that the laymen can 
derive the greatest benefit from account- 
ants’ services within his own area of 
work; it assumes that the reader has 
some basic knowledge of accountancy 
principles and proceeds to try to give the 
future “manager” a general background 
in the whole field of accounting. 

The first nine chapters deal with what 
is called financial accounting and ex- 
plain the preparation and recording of 
accounting entries, types of accounting 
statements prepared for internal and 
external use—some of the phrases and 
entries used in the statements, such as 
“net margin on operations” and “‘earn- 
ings reinvested in business,”’ could well 
be adopted for wider use in this country, 
however self-evident they may seem— 
the purpose, period and concept of the 
accounting statement and its interpre- 
tation, as well as examining the com- 
putation and valuation of many in- 
dividual balance sheet items. It may 
appear to the accounting reader that the 
statistical field is given over-emphasis in 
the explanatory workings but this would 
only be in line with the authors’ aims. On 
the other hand, such statements as a 
suggested work sheet for the analysis of 
working capital change should interest 
accountants who otherwise regard sta- 
tistics as anathema. 

As the reviewer has never been able 
adequately or successfully to define 
management accounting, with which the 
next division of the book deals, it is 
perhaps best to quote the authors’ own 
words on this classification—‘‘organi- 
sation for accomplishing the accounting 
mission in a business enterprise .. . 
policies and methods of administrative 
accounting.” It is not thought that the 
authors have attempted to justify their 
idea of the subject; they have, for ex- 
ample, written two chapters on what is 
basically the internal check and control 
of incomings and outgoings, which few 
people would include in managerial 
accountancy. Other chapters describe 
functional organisation, and in particu- 
lar the work of the controller, whose 
existence always seems to be regarded 
as more axiomatic in America than in 
the United Kingdom, costing, forecast- 
ing (surely a preferable word to budget- 
ing), cost analysis and variances, and 
operating and financial reports for 
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management purposes, not all of which 
are expressed in monetary units. Since 
the two authors hold academic appoint- 
ments, it is hardly to be expected that 
they should make the emphatic state- 
ment in the costing chapter that all 
accountancy is cost accounting, in the 
true sense of the word. 

The remaining chapters cover the 
work of the professional accountant and 
the (Federal) taxation of individuals, 
partnerships and companies. Many 
case problems are given at the end of the 
chapters, and the examples, diagrams 
and charts in the text are excellent. 

The layout and print deserve nothing 
but praise. The reader of this book will 
certainly obtain more than a perfunctory 
knowledge of accounting, including 
many of its more technical applications 
and concepts, but he will at times have 
to omit some of the text and explanatory 
figures if he wishes to avoid becoming 
immersed in detail when having the 
principles elaborated. Readers on both 
sides of the Atlantic might occasionally 
find parts of the book a little doctrinal 
and the phraseology too Ciceronian. 
One knows that all accountants must use 
a time period, but few could write about 
this under the sub-heading of “The 
Propensity for Periodic Summation.” 
Nevertheless, the book should succeed 
in developing managerial thinking in a 
wider field even than that which may 
have been envisaged by the authors. 

J.D.N. 


A Report Based upon Farm Incomes in 
England and Wales. Farm Incomes in 
England and Wales, 1953/54 (with 
Some Reference to Earlier Years). 
Farm Income series No. 7. A Report 
based on the Farm Management Survey. 
Pp. 14+-36 tables. (Her Majesty's 
Stationery Office: 7s. net.) 


THIS REPORT IS of an investigation into 
the £ s. d. of farming for 1953/54 in 
farms that were the subject of a similar 
investigation for 1952/53: the results for 
the two years are shown side by side in 
many of the tables. 

The main information produced— 
but see the caveat in the last paragraph 
of this review—is that the average net 
farm income rose by 214 per cent. in 
1953/54 in comparison with 1952/53, but 
all types of farms did not participate 
equally in this rise. For the livestock 
group the advance was only 7 per cent. 
whilst the mixed group enjoyed one of 
37 per cent. In between came arable 
farming, with a rise of 204 per cent. and 
dairying with one of 28 per cent. The 
bulk of the improvement (attributed to 


190 


the good harvest in 1953) was retained in 
increased stock valuations at the year- 
end. The number of farms showing a 
deficit declined to 4.8 per cent. of the 
sample: three years earlier this figure 
had been almost twice as high, .at 9.5 
per cent. 

The information on which the report 
is based came from a “selected sample” 
of 2,251 farms in England and Wales, 
and over 40 different classifications 
were analysed into five broad types of 
farms. No less than 36 tables of statisti- 
cal information covering every aspect of 
farm income and expenditure are 
presented, together with explanatory 
notes on definitions and major points of 
interest. By a strange omission no in- 
formation is given to show how the 
five broad types of farms are arrived at, 
and not until the reader arrives at 
Table 22 is he able to work out the in- 


Letters to 


What is Turnover? 


Sir,—In his article, “What is Turn- 
over?”’, in the March issue, Mr. F. A. 
Roberts asks “What argument can be 
adduced against the contention that in 
the preparation of any statement of 
turnover the question of the passing of 
the legal property is of profound im- 
portance?”’ The answer would appear to 
be that the question of when the con- 
tract became legal is far more important 
than when the legal property passes. In 
particular on the matter of sight-draft 
and C.O.D. sales there is a valid con- 
tract in the offer to buy followed by 
acceptance by dispatch on the agreed 
terms and, if far away, by notification. 
This may not be a sale within the limits 
of the Sale of Goods Act but in the law 
of contract it is very much a sale, and, 
provided one party has filled his part, is 
actionable as such. So such sales cannot 
be excluded from the accounts of a 
business merely because under the Sale 
of Goods Act they happen to be not a 
sale but an agreement to sell. 

In any case it is basic that the Act 
may, as decided in Cointat v. Myam, be 
contracted out of by the parties. It 
would surely not be the accountant’s 
duty to investigate each contract to 
discover if the Act is to apply or not and, 
if not, to find out when the property 
does pass; and it is certainly unlikely 
that the Inspector of Taxes would agree 
to the interpretation of when a sale took 
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formation for himself. 

When all is said and done, it is im- 
portant to remember that the figures in 
the report relate to a selected sample of 
farms (not a random sample) forming 
less than one per cent. of the total farms 
in England Wales—in consequence 
nothing conclusive emerges. A fact that 
reinforces this verdict upon the report 
is that one recently prepared by the 
National Farmers’ Union showed an 
increased profit of only 12.7 per cent. in 
farms in 1953/54 compared with 1952/53. 
But the Union’s report was also based 
on the result of a selected sample of 
farms—though a larger sample, con- 
sisting of 3,757 units—so that it, too, is 
subject to the same criticism as the 
official report. Thus it is perhaps less 
serious than it would otherwise be that 
the publication appears very belatedly. 

G.S. 


the Editor 


place depending entirely upon 
agreed choice of the buyer and seller. 

As for his arguments on how to treat 
in accountancy practice sales under a 
continuous contract which bridges a 
year end: since if the contract is broken 
by the buyer he can be sued for the 
profit, the profit can only fail to accrue 
if it is broken by the seller. It is at least 
tenable that if the contract is broken by 
the seller in a later period the loss in- 
volved, if any, should be borne by that 
period. In any case the buyer may keep 
what he has and sue merely on the un- 
completed part of the contract. Surely it 
is illogical that profits earned should not 
be taken for one accounting period pure- 
ly on the very hypothetical and unlikely 
event of a management change of mind 
or failure to produce? 

Yours faithfully, 
P. F. RAVENSCROFT. 

Walton-on-Thames. 
March 18, 1956. 


the 


{[Mr. F. A. Roberts replies: I express my 
appreciation of the interest of Mr. Raven- 
scroft in my contentions as expressed in my 
article. His view that the question when the 
“contract becomes legal’’ is far more im- 
portant than when the legal property passes 
I cannot accept. Nor can I support his 
suggestion that the acceptance of an order 
for the supply of goods is “very much a 
sale’ under the law of contract, even if not 
under the Sale of Goods Act, 1893. Since 
that part of the common law of contract 
which previously related to the sale of 
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Key to Munro’s Book-Keeping and Account- 
ancy. Pp. v-+-302. (Sir Isaac Pitman & Sons, 
Ltd.: 18s. net.) 


The Use of Tests in Selection Procedure. 
Prepared by the National Institute of In- 
dustrial Psychology at invitation of the 
British Institute of Management. Pp. 26, 
Personnel Management Series No. 7. 
(British Institute of Management, 8 Hill 
Street, London, W.1: 5s. net.) 


Warne’s Decimal Discount Reckoner. With 
Tables from 1/32°% to 95° on amounts 
from Id to £1,000. Compiled by Otto 
Klein. Pp. 159. (Frederick Warne & Co., 
Ltd.: 5s net.) 


Income Tax Principles. By H. A. R. J. 
Wilson, F.C.A., F.S.A.A. Second edition. 
Pp. ix+163. (A.F.L. (Publishers) . Ltd.: 
12s 6d net.) The first edition was reviewed in 
ACCOUNTANCY for April, 1954, page 155. 


goods was codified by the Act of 1893, one 
cannot now look to the law of contract for 
guidance as to what constitutes a sale—that 
is shown simply and comprehensively in 
Section | of the Act. 

As to the last sentence of the first para- 
graph of Mr. Ravenscroft’s letter, I can 
only repeat that the Legislature has thought 
fit to make a profound difference between 
the agreement to sell and the sale: a custo- 
mer does not become indebted upon the 
agreement to buy but upon acquiring, and 
in respect of, the ownership in the goods. 

As to his second paragraph, the legal 
property of course will pass at the point 
when the parties so intend if their intention 
can be ascertained. The Inspector of Taxes 
could not oppose the proper treatment of 
any transaction which amounted to a sale 
within the ambit of the Act, and the Act 
deals with intention. 

With the entire contract it is open to the 
buyer, subject to minor exceptions, to 
return the goods delivered to him by instal- 
ments if full delivery is not performed by 
the vendor. 

It was because of the character of the 
entire contract that the Legislature intro- 
duced the “spreading of profit’ provisions 
into Excess Profits Tax and profits tax: in 
the latter they are still operative. 

I am impelled to wonder whether Mr. 
Ravenscroft would go so far as to say that 
the Sale of Goods Act has no bearing upon 
accounts. If not, within what limit would he 
treat it as applicable?] 


New Rating Assessments 


Sir,—On page 40 of your February 
issue appears the statement “it is diffi- 
cult to avoid the conclusion that one 
obvious step would be to abolish the 
present differentiation between houses 
and commercial properties.” 


Having spent many years in local 
government | am aware that the ques- 
tion of rate impact and incidence is not 
a simple one, and must object to the 
statement that the suggested step is 
“obvious.” I would not without further 
research presume to make a detailed 
proposal myself but would point out 
that: 

(1) Rates on commercial properties 
can to some extent be “‘passed on” in 
prices much more easily than an indi- 
vidual house occupier can shift his 
rates to the landlords; 

(2) Even if not “passed on” the allow- 
ance for tax means that the effective 
burden is about one third of the gross 
rates for companies and from 100 per 
cent. down to 15 per cent. for an indi- 
vidual ; 

(3) Industrial premises are even more 
favourably placed, paying rates on one- 
quarter of their true value, a large part 
of this burden relieved by a reduced tax 
charge. 

Without going into the suggestion 
that rates paid by individuals should be 
assessed at a higher proportion of 
“value of premises” than in the case of 
business premises, it is clear that at 
present such rates do form a _ higher 
proportion, and the logic (whether 
economic or equitable) of still further 
transferring rates from business to 
individuals is far from obvious. 

Yours faithfully, 
E. R. KERMODE, A.s.A.A. 
Liverpool. 
March 24, 1956. 


[The ordinary man, we suspect, finds some- 
thing incongruous in the fact that the basis 
for valuing commercial premises for rating 
is at present on current values, while for 
dwellings it is 1939 rentals. For our part, 
we cannot avoid the conclusion that the 
instinct requiring uniformity in the basis of 
taxation—local or central—as between 
different classes of taxpayers is a healthy 
one. Once one starts to trace through the 
incidence of a particular tax to its ultimate 
end, one is in a labyrinth and it seems to us 
a sound precept that in levying any such tax 
only its more immediate effects can be 
taken into account. In assessing the weight 
of taxation as a whole on different groups of 
taxpayers some of the more distant effects 
can be considered. In any event, by present 
law there is to be a revaluation of dwellings 
in 1961 on current rentals and “the obvious 
conclusion” to which we pointed—some- 
what qualified by the preceding words “‘it is 
difficult to avoid’—would mean only 


bringing forward the date of the revalua- 
tion, a step that would be the more logical 
if the promised legislation on the Rents 
Restrictions Acts were passed early in this 
Parliament. Whether the de-rating of in- 
dustrial premises should be abolished is a 
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different issue, on which we agree with the 
affirmative view which Mr. Kermode appar- 
ently puts forward—but the full rating of 
industrial premises would tend towards 
greater uniformity in the basis of levying 
rates.—Editor, ACCOUNTANCY. ] 


“Printed” Returns to Registrar of 
Companies 


Sir,—In ACCOUNTANCY for May, 1954 
(page 164), you made an announcement 
regarding ordinary resolutions to in- 
crease the capital of an exempt private 
company. 

From the strict reading of your an- 
nouncement it would appear that the 
Registrar is prepared to accept the 
various processes only when they are 
used by an exempt private company. 

We shall be pleased if you will confirm 
that this is so as we have received a letter 
from the Registrar in which he states: 
“It is agreed that the processes listed in 
the first paragraph of your letter are 
accepted as an alternative to letterpress 
printing.” 

You will note that he does not restrict 
his statement to exempt private com- 
panies. 

He has, however, raised one further 
point which was not mentioned in your 
announcement—he states that a certifi- 
cate should always be provided that the 
resolutions have been produced by one 
of the processes mentioned in your 
announcement and the process must be 
specified. We have, however, had copies 
accepted without this certificate. 

Yours faithfully, 
JOHN GORDON, HARRISON, 
TAYLOR & CO. 
Leeds. 
March 24, 1956. 


[It is quite correct that lithographic pro- 
cesses of any description (compotype, 
gammeter multigraph, monotype, multi- 
graph, roneotype and rotaprint) are accepted 
by the Registrar as equivalent to printing, 
for all purposes for which a printed copy is 
required. Our note did not intend to suggest 
that the acceptance of these processes was 
limited to the resolutions of exempt private 
companies required to be’ returned in 
printed form. We were drawing atten- 
tion to the anomaly that special or ex- 
traordinary resolutions of an exempt 
private company could be notified to the 
Registrar by typewriting (with a certificate) 
whereas ordinary resolutions of such a 
company have to be notified by a printed 
copy (or a copy made by one of the pro- 
cesses accepted as the equivalent of print- 
ing). We were concerned merely to point to 
this anomaly and it did not therefore seem 
necessary to refer to resolutions by other 
than exempt private companies. But we 
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thank our correspondents for raising the 
wider issue for the benefit of readers. 

It is the practice of the Registrar to re- 
quire a certificate to be provided specifying 
the kind of process employed.] 


Cherchez la Femme 


Sir,—I was recently privileged to be 
invited to lunch with members of Coun- 
cil of the Society. At this luncheon | 
referred to the Rhodesia Society of 
Accountants and described it as a child 
of the Institute and the Society, but no 
attempt was made to allot to the respec- 
tive bodies, the gender of either. It 
might be interesting to attempt to dis- 
cover their relative genders and this 
problem has provoked this letter. 

The Society is some years younger 
than the Institute—a fact that tends to 
indicate the masculinity of the latter; in 
addition, “Society” sounds more fem- 
inine than “Institute.” It has a softer, 
gentler sound. The ending of the word 
has a female ring about it. But are these 
indications sufficient to affirm the gender 
to that body? I think not. 

The Society owes its existence to the 
Institute. Had the Institute not been 
born the Society could not have been 
conceived. 

It has been pointed out that the 
Rhodesia Society of Accountants is the 
offspring of the Institute and the Society 
and it has been contended that the latter 
was born of the former. The indications 
therefore are, that the Institute is 
female. 

I do not propose to expound on the 
morality of the parents, which could be 
further extended by pointing out that, 
even today, they are unmarried. | 
believe, earlier this century, before the 
birth of their child, marriage was pro- 
posed, but nothing came of it. Which 
body proposed, I do not know, although 
it was unusual in those days for the 
woman to do-so, unless it was on 
February 29. 

I can reach no conclusion on the 
gender of either body. The Society 
sounds feminine but the Institute 
appears to be feminine. I would hesitate 
to describe either as “tan old woman,” 
or to say which wears the trousers. 
Perhaps you, Sir, may have some views. 

Yours faithfully, 
H. B. HONE, F-.S.A.A. 
London, 
March 25, 1956. 


[We have views but our lips are sealed! Mr. 
Hone does not divulge the sex of that nearly 
middle-aged offspring, the Rhodesia Society 
of Accountants, of which he is the Presi- 
dent.—Fditor, ACCOUNTANCY. | 
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Legal Notes 


Company Law— 
Meaning of Prospectus 


Opposition to the original proposals for 
the merger of Union Castle and Clan 
Line led to a judicial pronouncement on 
the meaning of “prospectus” in the 
Companies Act, 1948. These proposals 
took the form of an invitation by a new 
company called the British and Com- 
monwealth Shipping Co. Ltd., to acquire 
all the shares of the two existing com- 
panies in exchange for its own shares. 
This invitation was contained in a 
circular sent to all shareholders with a 
form of acceptance and was conditional 
upon its acceptance by a high percentage 
of shareholders before a fixed date. 

In Governments Stock and Other 
Securities Investment Co. Ltd. 
Christopher [1956] 1 W.L.R. 237, 
opponents of the scheme challenged it 
in the courts on the ground, inter alia, 
that the circular was a “prospectus” to 
which Section 38 of the Companies 
Act, 1948, applied and that it did not 
comply with the requirements of that 
Section. It was admitted that if the 
circular was a prospectus it was invalid, 
and the question was whether it was or 
was not a “prospectus.” 

By Section 455 “‘prospectus” in the 
Companies Act, 1948, means unless 
the context otherwise requires, ‘‘any 
prospectus, notice, circular, advertise- 
ment or other invitation, offering to the 
public for subscription or purchase any 
shares or debentures of a company.” 
Wynn-Parry, J., held that there was no 
reason why “prospectus” in Section 38 
should bear any wider meaning than 
this, and the circular was not a “pros- 
pectus’’ as so defined. There was no 
invitation to make an offer for the pur- 
chase of any shares, for the shares in 
question were unissued shares of the 
new company and these could not be the 
subject of an offer for purchase; nor was 
there involved any offer for the sub- 
scription of shares, for that expression 
meant taking or agreeing to take shares 
for cash. 

His Lordship also held that there were 
two further reasons why the circular was 
not a “‘prospectus”’: (a) it was not dis- 
tributed to the public, for the offer could 
be accepted only by existing share- 
holders in Union Castle or Clan and the 
letters of allotment that would be issued 
to them would be non-renounceable; (5) 
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the form of acceptance and transfer 
sent with the circular was not a “form of 
application” for shares, but a form of 
accepting the offer put forward by the 
new company. 


Contract and Tort — 
Tax Element in Damages 


It will be remembered that in British 
Transport Commission v. Gourley (1956 
2 W.L.R. 41), the House of Lords 
decided that a plaintiff who through 
personal injuries has suffered loss of 
earnings or of earning capacity is en- 
titled to recover only his net loss—that 
is, from his notional gross earnings 
there must be deducted the income tax 
and surtax that he would have paid if 
those earnings had been actual. In 
Hall & Co. Ltd. v. Pearlberg [1956] | 
W.L.R. 244, this principle was extended 
and applied. H. Ltd., a gravel company, 
owned two farms. P. wrongfully occu- 
pied these farms for some months and 
also converted to her own use some of 
the hay stacked upon them. The Official 
Referee held that, if tax was to be 
ignored, the damages for the trespass 
would be £650 in lieu of the rent which 
H. Ltd. would have received for the 
farms and the damages for the conver- 
sion would be £544, the value of the hay. 
He decided however that the principles 
of Gourley’s case applied to claims for 
damages for trespass and conversion in 
the same way as they did to claims for 
damages for personal injuries. He must 
therefore ask himself two questions: (a) 
would any sums awarded as damages be 
subject to income tax or profits tax? 
and (b) if not, would H. Ltd. have been 
liable for income tax and profits tax if 
they had actually received the sums in 
respect of the loss of which they were 
awarded damages? In view of the 
difficulty of answering these questions it 
was important to see where the onus 
of proof lay, and he was inclined to think 
that it lay upon the plaintiffs, H. Ltd. 
He came to the conclusions that: (i) 
upon the evidence before him H. Ltd. 
would not be liable to pay any tax upon 
the damages awarded; (ii) if H. Ltd. had 
sold the hay, they would not have paid 
tax upon the proceeds and therefore no 
deduction should be made from the £544 
representing the value of the hay; (iii) 
H. Ltd. would have paid approximately 
50 per cent. in combined income tax 
and profits tax on the rent of the farms 
and therefore 50 per cent. must be 
deducted from the £650 damages for 
trespass (no evidence was given about 
the amount of the Schedule A tax and 


the Official Referee said that he must 
assume this amount to be so small as to 
be negligible). 

It is interesting to note that the 
accountant to H. Ltd. was called as a 
witness and seems to have been treated 
to some extent as an expert who could 
say whether or not tax would be payable. 
Normally, of course, the incidence of 
tax is a question of law for the Court. 


Miscellaneous— 
Licensing of Shooting Brakes 


It is well known that a road fund licence 
for a goods vehicle costs more than a 
licence for a private car, and difficulties 
have arisen over the amount that should 
be paid for licensing a shooting brake, a 
type of vehicle which can of course be 
used either as a private car or for the 
carriage of goods. By Section 27(1) of 
the Vehicles (Excise) Act, 1949, a 
“goods vehicle” is defined as mechan- 
ically propelled vehicle constructed or 
adapted for use and used for the con- 
veyance of goods or burden of any 
description whether in the course of 
trade or otherwise,” but by Section 
7 (2) of the Finance Act, 1952, a vehicle 
which is constructed or adapted for use 
for the conveyance of goods or burden, 
but is not used for the conveyance 
thereof for hire or reward or for or in 
connection with a trade or business, is 
not to be treated as a goods vehicle. 

In Taylor v. Thompson [1956] | 
W.L.R. 167, a professional photo- 
grapher was using a shooting brake in 
which he was carrying cameras and 
other equipment used in his business. 
The Divisional Court, overruling the 
decision of the justices, held that the 
brake was being used as a goods vehicle. 
The special interest of this case for 
accountants is that the justices had dis- 
missed the case on the ground that if this 
shooting brake was a goods vehicle, 
then the conveyance of a doctor’s pro- 
fessional instruments or a lawyer’s text- 
books in a private car would on the 
same principles turn the car into a goods 
vehicle. On this point the Divisional 
Court said that the position of a doctor 
carrying his instruments or a lawyer his 
text-books did not arise in this case; if 
such a case did come before the Court 
they would have to consider whether the 
doctor or lawyer was carrying on a 
“trade or business’ within the meaning 
of the Section. No doubt the same point 
would arise if an accountant carried his 
papers with him. As far as the writer of 
this note is aware, no lawyer has as yet 
taxed his car as a goods vehicle! 
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ANNUITIES 


THE FRIENDS’ PROVIDENT AND CENTURY LIFE OFFICE 


These annuities offer the following advantages:— 


1. The income is guaranteed for a fixed term (5, 10, 15, 
20 or 25 years) so that in the event of early death the 
loss of capital is minimised. 

2. The income during this fixed term is largely tax free. 


3. After the fixed term the income continues for the rest 
of life. 


An example: 


£2775 invested by a man of 65 secures £200 per 
annum for a fixed term of 20 years followed 
by £300 per annum for the remainder of life. 


For particulars apply to 


FRIENDS’ PROVIDENT AND CENTURY LIFE OFFICE 


Head Offices: 


7, LEADENHALL STREET, 18, CHARLOTTE SQUARE, 
LONDON, E.C.3. EDINBURGH, 2. 


FAMILY WELFARE ASSOCIATION 


OFFERS A UNIQUE SERVICE TO 


ACCOUNTANTS — TRUSTEES 


| AND OTHER OFFICIAL AND PRIVATE PERSONS 

INTERESTED IN THE MAKING AND EXECUTION 
OF 

LEGACIES AND CHARITABLE BEQUESTS 


* Free advice as to the status and financial 
position of charitable Organisations. 


* Information regarding Charities affected, and 
not affected by Act of Parliament. 


* Help and advice as to the needs of Charities 
for those making gifts or bequests. 


FOR 86 YEARS THIS HAS BEEN PART OF THE 
SERVICE PROVIDED BY THE ASSOCIATION 


FAMILY WELFARE ASSOCIATION 


296 VAUXHALL BRIDGE ROAD 
LONDON, S.W.! 


VICTORIA 7334 


Forty-first Edition 
GORE-BROWNE’S 


HANDBOOK 


ON THE 


FORMATION, MANAGEMENT 
WINDING UP 
JOINT STOCK COMPANIES 


Philip James Sykes, M.A., Barrister-at-Law 
L. J. Morris Smith, Barrister-at-Law 
Oliver Smith, Barrister-at-Law 
Stanley Borrie, Solicitor 


It is an authoritative work which covers its subject 
most satisfactorily and brings out quite a few points 
which other works omit.—Solicitors’ Journal. 


63s. net (by post 65s.) 


JORDAN & SONS, LIMITED 


Company Formation Agents and Printers 
Lo 116 CHANCERY LANE, W.C.2 == 
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business large ee e OF small 


Small businesses—no less than large ones—derive great savings from the use of mechanical 
accounting methods; especially when the machines they use are eractly suited to the scale 
and scope of the work they do. With the worlds widest range of ‘‘comprehensive’’ and 
‘specialist’? models to choose from (over 70 standard models alone) it is not surprising that 
Affewal users are always “‘perfectly satisfied’’, delighted with the results’’ and ‘‘wholly 
convinced” of their ‘‘wisdom in making the change’. 


DIRECT-ENTRY ACCOUNTING AND ADDING MACHINES 


“Small Office’ BOOKKEEPING MACHINES 

to bring the advantages and economy of fully 
i integrated machine accounting within the 

financial compass of small concerns. 


All-Purpose ACCOUNTING MACHINES 
y } Instantaneously adaptable to take anything 
and everything in their stride. Multi-Total. 


Electric typewriter for unlimited description. 


High-Speed ADDING MACHINES 

to list and total almost anything far faster 
a than ever before. When used for calculation 

both factors and results are printed out in 

sequence order. 


Mitt A, 
TM. 


Branch Offices in all principal business centres (over 950 offices in over 95 countries) 


THE NATIONAL CASH REGISTER COMPANY 
206-216 Marylebone Road, London, N.W.1 
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Notices 


An address entitled The Impact of Auto- 
mation on Management will be given by 
Mr. E. L. G. Robbins, Organisation 
Adviser to the Ford Motor Company, at 
the Charing Cross Hotel, Strand, London, 
W.C.2, on May 14 at 7.15 p.m. The talk 
will be illustrated by a film “Applied 
Automation’’, the only film of its type in the 
country. The meeting is the first in a series; 
later addresses will deal with “Automation 
in the Office,” “Automation in the Small 
Business,” and ‘“‘Automation—A Case 
Study Session.’’ The meetings are being ar- 
ranged by the Corporation of Industrial 
Managers. Non-members wishing to attend 
or to obtain further particulars should 
apply to Mr. C. J. Hatter, the Honorary 
Secretary of the London Branch, at 38 
Chalkhill Road, Wembley Park, Middlesex 
(telephone ARNold 8863). 


A new copying machine called The Secre- 
tary is now in production in Great Britain. 
It is a desk machine not much larger than a 
typewriter for producing copies of almost 
any document in four seconds or less. It 
dispenses with the use of inks, negatives, 
stencils, chemicals, master-copies, or any 
kind of preparation or processing. The docu- 
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ment to be copied is merely placed beneath a 
sheet of specially treated light paper and fed 
into an aperture on to a moving belt. The 
machine is marketed direct by its makers, 
the Minnesota Mining and Manufacturing 
Company Ltd., at £145 10s.; they also 
supply the special paper for copies. It is 
claimed that copies are made at only one- 
quarter of the cost of copy-typing. 


Powers-Samas, in collaboration with the 
General Post Office, are giving private 
exhibitions of the processing of accounting 
data by remote control. Data is transmitted 
over long distant lines by the Telex service 
of the G.P.O. and received in five channel 
code on perforated tape. The tape is auto- 
matically converted to punched cards which 
in turn are processed through Powers- 
Samas machines to produce accounting 
documents and statistics within ten minutes. 
The full range of machines is shown, in- 
cluding the Emp electronic calculator, 
working at 120 sets of calculations a 
minute. The exhibition will visit the follow- 
ing towns during May: Chester, May 3-4; 
Blackpool, May 7-8; and Preston, May 
10-11. 


An Accountants’ Christian Fellowship is 
being formed sometime in the near future in 
Glasgow with the aim of bringing together 
men and women with Christian ideas who 
work in business. The first meeting is to be 
held during May at Renfield Street Church, 
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Glasgow. Further details of the date and 
arrangements can be obtained from Mr. A. 
Baird-Woolston, 41 Craig Road, Cathcart, 
Glasgow, S.4. 


United Dominions Trust Ltd. announce that 
they have opened a new branch office at 
50 Lichfield Street, Wolverhampton. The 
telephone number is Wolverhampton 
25346/7/8. 


International Trade Information Ltd. an- 
nounce an information service for British 
industry and commerce to give rapid and 
reliable answers to any questions that may 
be asked by traders—including facts and 
figures, trade opinions, trading oppor- 
tunities arising from news items and fore- 
casts on financial, monetary and similar 
matters. The organisation is served by the 
world-wide reporting network of Comtel- 
buro Ltd. (Reuters Commercial Services) 
and has at least one man “‘on the spot” in 
every important commercial centre of the 
world. In suitable instances “*1.T.1.”’ also 
reports on export opportunities for par- 
ticular goods and services immediately 
they become known. The address of I.T.1. 
is 16 Gloucester Place, London, W.1. 


The Accountants’ Christian Fellowship will 
hold a meeting for Bible Reading and 
prayer on May 7, at 12.30 p.m., at St. Mary 
Woolnoth Church, King William Street, 
E.C.3. 


The Student’s Columns 


SEVEN-YEAR COVENANTS 


MANY STUDENTS WHO read about “seven year covenants” 
must wonder what they look like. They arise from the 
provisions in the Income Tax Acts that any agreement 
whereby a person makes over part of his income to 
another has no effect for income tax purposes unless it 
is for a period which can exceed six years and during 
which it is irrevocable. (But the agreement still operates 
for other purposes.) 

The custom has therefore arisen of making such a deed 
for seven years or the joint lives of the parties, whichever 


Owing to pressure upon space, we have been compelled to hold 
over till next month our usual Student’s article on a non-taxation 
subject. 


is the shorter period. The deed will end if either party dies 
in the seven years, but will be effective for income tax 
purposes until then, since it was entered into for a period 
which could have exceeded six years. 

Care must be taken to ensure that the payments are 
due over more than six years, e.g. an agreement to pay 
the first instalment on January 1, 1956, and the last on 
December 31, 1961, would not be for a period exceeding 
six years, though it covered seven payments. If it desired 
to ‘“‘back date” payments, it is necessary to make those 
due prior to the date of the agreement payable on the date 
of its signing, but that the future payments will be for a 
period exceeding six years. 

The following is a type of simple covenant in use: 
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1, A—— B—— of —— —— hereby covenant with 
C—— D-— of —— —~ that for a period of seven 
years from the date hereof or during our joint 
lives whichever shall be the shorter period | will 
pay to him the annual sum of one hundred pounds. 

In witness whereof I have hereunto set my hand 
and seal this —— day of —— 1956. 

SIGNED SEALED AND 
DELIVERED by the said 
A—— B—— in the presence of :— 


Many covenants are much more formal, to meet the 
circumstances and, let it be whispered, in conformity with 
ancient precedents! 

Several points must be noted: 

(1) A covenant in favour of a charity, or to a person 
accustomed to act as solicitor or agent of the covenantor, 
is effective for income tax but not for surtax. A covenant 
to an individual or individuals or his or their child or 
children is effective for surtax, so that the amount (gross) 
payable each year is deductible in calculating total in- 
come. 

(2) The covenantor deducts income tax at the standard 
rate (and keeps it so long as he has enough income liable 
to tax in the year). The gross amount becomes income of 
the recipient, against which he can claim any allowances 
not given already against other income. 

(3) Stamp duty is payable at the rate of 5/— on each £5 
of the amount periodically payable. For that reason it is 
common to provide that the covenantor will pay “‘such 
annual sum as after deduction of tax at the standard rate 
shall amount to £— per annum.” The gross sum becomes 
the payment both in the recipient’s income and in the 
payer’s surtax computation. To pay £100 gross with tax 
at 8/6 would mean a sum of £57 10s. 0d. which would 
attract £3 stamp duty instead of £5. This can be still 
further cut down by providing for a payment on the first 
day of each month or even each week, e.g. if the £57 10s. 
Od. were divided by twelve into payments of, say, £4 
16s. Od. a month, the duty would be 5/-. It does not 
“work” to say £57 10s. Od. a year payable by monthly 

_instalments; duty would be payable on £57 10s. Od. If the 
period of the deed is fixed for seven years certain, the 
duty is roughly 5/— per £100. 

(4) A covenant is inoperative for income tax and surtax 
if it is in favour of a child of the covenantor so long as the 
child is under 21 and unmarried. A covenant in favour of 
a grandchild is operative. 

(5) No covenant is operative if there is an agreement for 
reciprocation, e.g. brothers making cross-covenants on 
each other’s children, or an agreement to repay the 
money in some form. 

(6) The money must actually be paid. If less is paid, only 
the smaller sum “‘counts” for tax purposes. 

(7) An agreement to pay a larger sum in the first year 
then an even (smaller) sum afterwards can only operate 
as regards the fixed annual (smaller) sums. But an agree- 
ment to pay, say, a fixed percentage of a covenantor’s 
income is operative. 
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All the following computations are at 1955/56 rates of 
tax, allowances, etc. 

The monetary results of a covenant in favour of a 
relative whom the covenantor keeps is as follows (facts 
are apparent from the workings): 


Covenantor’s total income £5,000 
Surtax thereon £512 10 O 
£ 
5,000 
Earned Income Relief 450 
Personal Allowance 240 
Children 
— 1,200 
£3,800 
£ 
£360 at reduced rates 93 
£3,440 at 8/6... 1,462 
1,555 
Spending money £5,000 less total tax .. £2,932 10 0 
Cost of keeping relative £460 


If he enters into a covenant to pay to the relative £600 
a year, it will have the following effect: 


& 
Amount paid to relative—£600 less tax at 8/6 345 0 
Additional income tax—withdrawal of dependant 
allowance—-£60 at 8/6 25 10 
370 10 
Less Reduction in surtax——£600 at 4,6 135 O 
Cost of relative £235 10 


This adds £400 — £235 10s. Od. £164 10s. Od. to his 
spending money. 


The relative is over 65: 


Tax 
2. 
Relative’s income £600 255 0 O 
Less Age relief £134 
Personal 140 
— 274 
£326 
£60 at 2/3 £6 15 O 
150 at 4/9 | 6 
116 at 6/9 39 3 O 
81 10 6 
Repayment £173 9 6 


Relative has £345 + £173 9s. 6d. = £518 9 6 


= 
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A covenant for £480 would put the relative in much 
the same position as without the covenant; thus: 


£ £ 
Relative’s Income 440 
Personal .. 140 
238 
£202 
£60 at 2/3 615 0 
142 at 4/9 33 14 6 
£40 9 6 
Net amount available to relative £399 10 6 
The net cost to the covenantor would be: 
£440 less tax at 8/6 .. 253 
Loss of Dependant allowance i is 25 10 
278 10 
Less Reduction in surtax 
£440 at 4/6 99 0 
£179 10 


It is necessary to be careful about recommending deeds 
in the case of non-surtax payers because of the effect on 
allowances: 

(1) Taxpayer’s only income is earned, £1,350. 

He enters into a covenant to pay £50 a year. This will 
reduce his earned income relief by 2/9ths of £50=£11, 
the tax on which is £4 13s. 6d. 


(2) Taxpayer’s income: 


Earned .. 600 
Unearned 50 
650 
Covenanted payment 40 
610 
E.I1.R. 134 
Personal 240 
Child .. 100 
474 
Taxable income £136 
£ 
Tax payable: 
Earned Income 600 
Allowances ts 474 
Less Unearned income 50 
— 424 
£176 
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£60 at 2/3 6 15 
76 at 4/9 18 
136 (as above) 24 16 
40 at 8/6 17 O 
£176 


Had there been no covenant the tax would have been 


£60 at 2/3 6 15 
116 at 4/9 27 11 
£34 6 
Comparison: 
No Covenant With Covenant 
Income 650 650 0O 
Tax paid 34 6 41 16 
64 16 
£615 14 £585 4 


The covenant has reduced his spending money by 
£30 10s. Od., not £23, because he has lost reduced rate 
relief on £40 at 3/9 (8/6 less 4/9)=£7 10s. Od. Had he had 
no unearned income he would have lost earned income 
relief as well. 


(3) A taxpayer accustomed to give £5 5s. Od. a year toa 
charity was persuaded to enter into a covenant for such 
annual sum as would leave that sum after deduction of 
tax, i.e. £9 2s. 7d. gross. His income is: 


No Covenant With Covenant 


£ £ £ 

Earned 900 900 
Less N.LC. 14 14 
E.I.R. (on £886) 197 (877) 195 
P.A. 240 240 
Children 300 300 
Life Assurance 40 40 

— 791 — 789 

£109 £111 

£60 at 2/3 615 O £9 (re annual 


49 at 4/9 11 12 9 payment) at 
8/6 316 6 
£60 at 2/3 615 0 
42 at 4/9 919 6 
0 


He has to pay an additional £2 at 4/9=9/6 as a result of 
loss of earned income relief and has lost the benefit of the 
reduced rate on £9 (8/6 — 4/9 = 3/9) costing him £1 
13s. 9d., a total of £2 3s. 3d. in tax. He still has to pay the 
charity £5 5s. Od. 
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THE SOCIETY OF 


Incorporated Accountants 


The Care of the Patient 


THE DINNER OF the Incorporated Ac- 
countants’ District Society of East 
Anglia was held at Samson and 
Hercules House, Norwich, on March 16. 
Mr. C. H. Sutton, F.s.A.A. (President of 
the District Society) presided, and the 
guests included the Lord Mayor of 
Norwich (Councillor Ian D. Dickson, 
M.C., M.D.); the Lord Lieutenant of 
Norfolk (Lt.-Col. Sir Edmund Bacon, 
Bart., 0.B.E., T.D.); the Sheriff of Nor- 
wich (Mr. G. J. Carver); the Dean of 
Norwich (Very Rev. Norman Hook); 
Mr. Bertram Nelson, C.B.E., F.S.A.A. 
(President of the Society of Incorporated 
Accountants); Mr. K. Boardman (Presi- 
dent of the Norwich Association of 
Architects); Mr. E. J. Hinde (President 
of the Norwich Chamber of Commerce); 
Mr. H. Coe (President of the Norfolk 
Branch of the Institute of Bankers): 
Mr. P. R. Sweetman (H.M. Senior 
Inspector of Taxes, Norwich); Mr. B. D. 
Storey, 0.B.E. (Town Clerk of Norwich): 
Mr. R. B. Keefe (President, Norfolk 
and Norwich Law Society); Mr. I. A. F. 
Craig (Secretary of the Society of In- 
corporated Accountants); and other 
representatives of professional bodies, 
commerce and industry. 

The Lord Mayor of Norwich (Coun- 
cillor Tan D. Dickson, M.c., M.D.) 
proposed the toast of the Society of 
Incorporated Accountants. He said that 
accountants were indispensable to in- 
dustry, and their help in the days of 
keener competition ahead would be in- 
valuable. If accountants could help to 
get people interested in the welfare and 
well-being of industry, and so divert 
into industry money which was now 
being wasted on football pools and 
gambling, it would help the nation 
immensely. The Lord Mayor congratu- 
lated the District Society upon its mem- 
bership of 340. 

Mr. Bertram Nelson (President of the 
Society of Incorporated Accountants) 
responding to the toast, said that both 
the medical profession (of which the 
Lord Mayor was so distinguished a 
member) and the accountancy profes- 
sion were engaged in ministering to 


individual men and women in their 
problems, anxieties and hopes. All pro- 
fessional service was personal service. 
There was a sound maxim of the medical 
profession that the essence of care of the 
patient was care for the patient: the 
accountancy profession had the same 
concern, not only for the affairs of the 
client but for the client himself. That 
care might be specially necessary in the 
next year or two. We were moving into 
new conditions of competition, unknown 
for twenty years and unfamiliar to many 
managements. This was still a country of 
small traders and small manufacturers. 
The ninety-eighth report of the Com- 
missioners of Inland Revenue showed 
that there were 14 million assessments 
under Schedule D ffor than 
£1,000. The efficiency, the power of 
growth and very survival of many small 
businesses were affected by the advice 
and help of accountants. When business 
conditions were changing so rapidly, 
annual accounts (often prepared be- 
latedly) were inadequate to guide quick 
decisions. There was need for account- 
ants to devise new and simple techniques 
for small businesses, so there might be 
early indications when a business was 
running into danger. The accountancy 
profession had also a responsibility for 
making known the facts on which public 
opinion on business affairs might be 
based—for example, the necessity of 
increasing savings, the facilitation of 
pension schemes for self-employed per- 
sons and the reform of taxation. 

Mr. F. G. F. Platten, M.c., F.S.A.A. 
(immediate past President of the District 
Society), proposing the toast of the 
trade and commerce of East Anglia, 
said accountants had more opportunity 
than most people of knowing the extent 
to which agriculture had used the mod- 
ern methods now available in order to 
obtain increased production. 

The Lord Lieutenant of Norfolk 
(Lt.-Col. Sir Edmund Bacon, Bart., 
O.B.E., T.D.), in response, said he did not 
suppose there was another part of the 
British Isles where so many old-type 
industries continued to exist as they did 
in the counties of East Anglia. 

Sir Edmund went on to thank the 


Society for the voluntary work of its 
members in helping all kinds of organisa- 
tions of a charitable nature. He referred 
particularly to the work of Mr. Sutton 
for the Norfolk and Norwich Triennial 
Musical Festival. 

Mr. J. C. Thornley, F.s.A.A. (Vice- 
President of the District Society) pro- 
posed the toast of the guests. In reply, 
Mr. R. B. Keefe (President, Norfolk and 
Norwich Law Society) spoke of the 
burden of responsibility borne by mem- 
bers of professional societies. He sug- 
gested the formation of an organisation 
representing all the professions, which 
would facilitate the discussion of prob- 
lems and assist in upholding and raising 
professional standards. 

Before the speeches began, Mr Sutton 
referred to the death of Mr. C. L. Keb- 
bell, Honorary Treasurer of the District 
Society. Mr. Kebbell, he said, had not 
looked upon the Society merely as a 
means of providing him with letters 
behind his name, but had regarded it as 
something which was alive and should 
be fostered. 


Savings 


THE ANNUAL DINNER Of the Incorporated 
Accountants’ South Wales and Mon- 
mouthshire District Society was held at 
Cardiff on March 23. The attendance 
was the largest ever known for this 
function. Mr. D. R. Carston, F.S.A.A. 
(President of the District Society) 
presided and was accompanied by Mrs. 
Carston. Among the guests were the 
Deputy Lord Mayor of Cardiff (Coun- 
cillor William Groves) and Mrs. Ronald 
Groves; the Deputy Mayor and Deputy 
Mayoress of Newport (Councillor Percy 
C. Jones and Miss Heather Jones); Mr. 
Bertram Nelson, C.B.£., F.S.A.A. (Presi- 
dent of the Society of Incorporated 
Accountants) and Mrs. Nelson; Mr. 
Roderick Bowen, Q.c., M.P.; Mr. L. 
Howles (Chairman of the South Wales 
Electricity Board); Mr. R. Harmston 
(President of the Monmouthshire In- 
corporated Law Society); Dr. A. Sin- 
clair (Headmaster of Howardians High 
School for Boys, Cardiff); Dr. H. Mastin 
(President of the Newport Chamber of 
Commerce); Mr. C. H. Hills, F.s.a.a. 
(President of the Incorporated Ac- 
countants’ Birmingham and _ District 
Society); Mr. Edgar Williams (President 
of the Chartered Institute of Secretaries) ; 
and Mr. E. T. Griffiths (President of the 
Association of H.M. Inspectors of 
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Taxes in Great Britain). 

The toast to the Society of Incor- 
porated Accountants was proposed by 
Dr. A. Sinclair, Headmaster of Howard- 
ians High School for Boys at Cardiff. He 
said that teachers were accused of being 
out of touch with the world at large, but 
he believed that the members of the 
teaching profession, like accountants, 
were certainly aware that the arith- 
metic used in everyday affairs was not 
the arithmetic being taught in the 
schools. Teachers generally had noted 
with concern the decline of individual 
responsibility; a man’s word was no 
longer his bond. Dr. Sinclair asked 
accountants to help “clean up” the 
country. He thought a re-assessment of 
values was required. 

Mr. Bertram Nelson (President of the 
Society of Incorporated Accountants) 
responding to the toast, referred to the 
Government White Paper, The Economic 
Implications of Full Employment, issued 
the previous day. The White Paper had 
the same characteristics as the annual 
report of the Society. It was responsible 
and well-intentioned but not exciting; 
perhaps the main lesson to be drawn was 
that full employment and stable prices 
were incompatible unless savings greatly 
increased. Savings would not increase 
sufficiently without some reform of 
taxation. For many years, taxation had 
been excessive: at many levels of income 
the tax burden here was double that in 
the United States. It was to be hoped 
that the Chancellor of the Exchequer 
would not allow the great work of the 
Royal Commission on the Taxation of 
Income to be wasted but would take 
advantage of the Finance Bill to bring 
into effect many of the recommendations 
of the Royal Commission so as to 
restore some equity in taxation. We 
needed, however, something much more 
than changes in our financial system. 
We needed inspiration, perhaps not to 
be achieved with slogans like “‘full 
employment” or “productivity,” but 
rather by a new willingness of spirit and 
readiness to go the second mile. 

Mr. K. G. Sim, A.s.A.A. (Vice-Presi- 
dent of the District Society) proposed 
the toast of the Civic Governors. 
Responses were made by the Deputy 
Lord Mayor of Cardiff (Councillor 
William Groves) and the Deputy 
Mayor of Newport (Councillor Percy 
J. Jones). 

Mr. D. R. Carston, F.s.A.A. (President 
of the District Society) proposed the toast 
of the guests. Mr. E. T. Griffiths and Mr. 
C. H. Hills, F.s.a.a. (President of the 
Incorporated Accountants’ Birmingham 
and District Society) replied. 
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Council Meeting 
MARCH 22, 1956 


Present: Mr. Bertram Nelson (Presi- 
dent), Sir Richard Yeabsley (Vice- 
President), Sir Frederick Alban, Mr. 
F. V. Arnold, Mr. Edward Baldry, Mr. 
C. Percy Barrowcliff, Mr. R. Wilson 
Bartlett, Mr. Robert Bell, Mr. A. Black- 
burn, Professor F. Sewell Bray, Mr. 
Andrew Brodie, Mr. W. F. Edwards, 
Mr. J. S. Heaton, Mr. J. A. Jackson, 
Mr. Hugh O. Johnson, Mr. C. Yates 
Lloyd, Mr. Festus Moffat, Mr. F. E. 
Price, Mr. F. A. Prior, Miss P. E. M. 
Ridgway, Mr. W. G. A. Russell, Mr. 
R. E. Starkie, Mr. Joseph Stephenson 
and Mr. Richard A. Witty. 


Vice-President’s Visit to Australia 
The Vice-President reported on his 
recent visit to Australia. 

The Council recorded its gratitude to 
the General and New South Wales, 
Victoria and Queensland State Councils 
of the Institute of Chartered Account- 
ants in Australia and the Australian 
Society of Accountants and to Incor- 
porated Accountants in Australia for 
the kindness and hospitality extended to 
Sir Richard and Lady Yeabsley. 


Reports of Committees 

Reports were received on recent meet- 
ings of the Finance and General Pur- 
poses, Applications, Company Law and 
Practice, and the Course and Confer- 
ence Committees. 


Committee on Bankruptcy Law Amend- 
ment 

It was resolved that a memorandum 
prepared by the Company Law and 
Practice Committee, as amended at the 
meeting, should be submitted to the 
Departmental Committee on Bank- 
ruptcy Law Amendment. 


Sir James Martin Memorial Exhibition 

It was resolved that the Sir James Martin 
Memorial Exhibition in respect of the 
November, 1955, Intermediate Exam- 
ination be awarded to Robert David 
Jackson, articled to Mr. Gordon Haw- 
ley, Fellow, London. 


Membership 

Subject to completion of the prescribed 
documents and payment of fees as 
appropriate, the Council approved 21 
applications for admission to member- 
ship of the Society and 27 for advance- 
ment to Fellowship. It was reported that 
11 members had been registered as 
members in retirement. 
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Resignations 

It was reported that the following had 
resigned their membership with effect 
from January 1, 1956: BisHop, Archi- 
bald Herbert (Fellow) Bloxwich; Harri- 
SON, Edwin Ransom (Fellow) Sheffield: 
OsmMOND, Stanley Charles (Associate) 
Bristol; SpENceE, George Malcolm (Fel- 
low) Bromley; TRUESDALE, James Ash- 
worth (Associate) Beckenham; WuiTeE- 
LEY, John George (Associate) Stansted. 


Deaths 
The Council received with regret a re- 
port of the death of the following 


members: Bairstow, Luke Vernon 
(Fellow) Liverpool; BAKER, William 
Goodier (Associate) Ashton-under- 


Lyne; Barr, Albert (Associate) Leeds; 
Bonb, William George Seymour (As- 
sociate) London; Broap, William 
Charles (Associate) London; BUCKLE, 
Charles Dowson (Associate) Bradford: 
Dixon, Frank (Fellow) Leicester; 
Evans, James John (Fellow) Cardiff: 
FRANCE, Richard Douglas (Associate) 
Leeds; FREEMAN, Joseph Dominic (Fel- 
low) Norwich; GARDINER, Frederick 
Louis (Fellow) Scarborough; HATTON, 
Samuel (Fellow) Manchester; Jones, 
William Tudor (Associate) Cardiff; 
KEBBELL, Cecil Leslie (Associate) Nor- 
wich; Simmons, George James (Fellow) 
Wolverhampton; Trease, John Henry 
(Fellow) Nottingham. 


London Students’ Society 


Luton and Bedford Branch 


THE BRANCH CHAIRMAN, Mr. R. E. 
Wright, welcomed 86 members and 
guests at the fourth annual dinner of the 
Luton and Bedford Branch of the Lon- 
don Students’ Society, held on March 19. 
The guests included the Mayor of 
Luton (Alderman E. K. Hickman, 
3.P.), The Rt. Hon. Dr. Charles Hill, 
M.P., Mr. Norman Cole, m.p., Mr. J. A. 
Jackson (President of the London 
Students’ Society); Mr. P. Edge-Par- 
tington (Chairman of the London 
Students’ Society); and representatives 
from the professions, commerce and the 
Inland Revenue. 

Councillor John Hillier, an active 
member of the branch, proposed the 
toast of the Borough of Luton and 
briefly outlined the history of the town, 
referring to some of the personalities, 
who had played a great part in its 
development. The Mayor, in responding 
to the toast, expressed his delight at 
being in the company of such a large 
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body of young students and impressed 
on those present, the needs of hard work 
and loyalty to their chosen profession. 

The toast of the branch was proposed 
by Mr. J. A. Jackson, who welcomed the 
opportunity of visiting such a thriving 
daughter of the London Students’ 
Society. He hoped that the lectures 
given to the students would not be con- 
fined to purely examination subjects, 
but would include talks by local prac- 
titioners on the practical problems and 
difficulties that arose in practice and 
their methods of solving them. 

The chairman of the Branch, respond- 
ing, said that local experience showed 
that students attending the lectures were 
obtaining more passes in the examina- 
tions than those who neglected this part 
of their training. 

The guests were welcomed in a witty 
speech by the Vice-Chairman, Mr. R. K. 
Fryer, and there were replies from Mr. 
W. P. B. Philpotts, M.p.s., and Mr. 
Norman Cole, M.P. 


Events of the Month 


May 1.—Cardiff: Golfing Society competi- 
tions. Royal Porthcawl Golf Links. 


May 3.—Cardiff: “Schedule D Computa- 
tions and Capital Allowances,” by Mr. H. 
A. R. J. Wilson, F.c.A., F.S.A.A. Students’ 
meeting. Park Hotel, at 5.30 p.m. 


May 4.—Belfast: Pre-Examination Course. 
“Taxation” (with particular reference to 
losses and partnerships) by Mr. K. S. 
Carmichael, A.c.A. 13 Donegall Square 
West, at 7 p.m. 


May 5.—Belfast: Pre-Examination Course, 
“Executorship Law” (with particular refer- 
ence to executors’ accounts and intestacy), 
10.30 a.m. “Accounts” (with particular 
reference to companies and partnerships), 
2.30 p.m., both by Mr. K. S. Carmichael, 
A.C.A., at 13 Donegall Square West. 


May 7.—Hull/l: Luncheon meeting. New 
Manchester Hotel, at 12.50 p.m. 


May 9.—London: Taxation Group meeting. 
Incorporated Accountants’ Hall, W.C.2, 
at 6 p.m. 


May 16.—London: Society of Incorporated 
Accountants: annual general meeting at 
2.30 p.m., followed at approximately 3.30 
p.m. by the Incorporated Accountants’ 
Benevolent Fund annual meeting. Incor- 
porated Accountants’ Hall, W.C.2. 


Personal Notes 


Sir John Imrie, cC.B.£., M.A.,  B.COM., 
F.S.A.A., F.I.M.T.A., has been appointed a 
Commissioner of the Public Works Loan 
Board. 
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Mr. A. B. Griffiths, 0.B.£., F.S.A.A., has 
been reappointed to the Public Works Loan 
Board. 


Sir Frederick Alban, C.B.E.,  F.S.A.A., 
Chairman of the Regional Hospital Board 
for Wales, is to receive the honorary degree 
of Doctor of Laws in the University of 
Wales. Sir Frederick is a Past-President of 
the Society of Incorporated Accountants. 


Messrs. Barton, Mayhew & Co. announce 
that they have admitted into partnership as 
from April 1, 1956, Mr. B. David Barton, 
M.A., A.C.A., Who has been a member of 
their staff for a number of years. 


Following the regretted death, on March 
7, of Mr. R. D. France, A.s.4.A., who was a 
partner in Messrs. R. R. France & Co., 
Incorporated Accountants, it is announced 
that this firm and that of Messrs. A. France 
& Co., have amalgamated their practices. 
The new firm will practice as Incorporated 
Accountants under the style of France & 
Co., at St. Andrew’s Chambers, 22 Park 
Row, Leeds, 1, the partners being Mr. John 
Astle, a.s.A.A., Mr. Donald McMichael, 
F.S.A.A. and Mr. Mark Webster, F.s.A.A. 


Mr. R. T. Addy, A.S.A.A., has commenced 
in public practice at 10 Chestnut Avenue, 
Willerby, nr. Hull. 


Messrs. Harold Everett, Wreford & Co., 
Incorporated Accountants, London, W.C.2, 
have opened an office at 153-155 Hamlet 
Court Road, Westcliff-on-Sea. The resident 
partner is Mr. Leslie H. Lesser, A.s.A.A., and 
the practice will be carried on under the 
style Harold Everett, Lesser & Co. 


Mr. H. Kirk, B.COM.SC., F.S.A.A., 
Belfast, has been appointed a Justice of the 
Peace. 


Mr. Hayden A. Cosgrove, Incorporated 
Accountant, has commenced practice at 5 
Charles Street, Bradford, 1. 


Messrs. Burton Miller, Crane & Co., 
Incorporated Accountants, London, W.C.2, 
have admitted into partnership Mr. R. E. 
M. Crane, A.S.A.A. 


Messrs. Festus Moffat & Co., Incor- 
porated Accountants, Falkirk, have assumed 
into partnership Mr. Festus I. W. Moffat, 
A.S.A.A. 


Removals 


Messrs. John Woods & Co., Incorporated 
Accountants, announce that their address is 
now 5 Clare Street, Dublin. 


Messrs. Greaves & Co. have removed to 
30 Castle Street, Carlisle. 


Messrs. W. Nicklin & Co., Incorporated 
Accountants, advise that their address is 
now Milne Buildings, 66 Mosley Street, 
Manchester, 2. 


Mr. T. G. Thompson, Incorporated 
Accountant, has removed his office to 44 
Rodney Street, Liverpool, |. 


Obituary 


Homi Pestonji Dalal 


WE HAVE RECEIVED with regret news of the 
death on March 30 of Mr. Homi P. Dalal, 
A.S.A.A., A.C.LS., a member of the Com- 
mittee of the Incorporated Accountants’ 
Bombay and District Society. He was 51 
years of age. 

After serving articles with the late Mr. 
K. J. Purohit, F.s.A.A., and attaining 
Honours in both Intermediate and Final 
Examinations, Mr. Dalal became a member 
of the Society of Incorporated Accountants 
in 1932. He was also a member of the 
Chartered Institute of Secretaries and of the 
Institute of Chartered Accountants of India. 

Mr. Dalal was senior administrative 
officer of the Associated Cement Cos. Ltd., 
Bombay. He had been in the company’s 
service since 1947, and had previously held 
appointments in Callender’s Cable and 
Construction Co. Ltd., and Govan Bros. 
Ltd. 

The funeral service took place at the 
Towers of Silence, Bombay, on March 31. 


APPOINTMENTS VACANT 


(See also page xxii.) 


NIGERIAN PORTS AUTHORITY. a recently 
created Public Corporation which offers attractive 
prospects has vacancies for SENIOR ACCOUNT- 
ANTS. Candidates should be under 45 years of age 
and preferably in possession of a recognised profes- 
sional qualification. They must have at least 5 years 
commercial experience in a responsible post, prefer- 
ably a large scale Transport undertaking or a Port 
or Harbour authority. 

Successful applicants will be required to take com- 
plete control of the Accounts Department of one of 
the Authority’s major installations, including the pay 
of a large labour force. They may also be required to 
carry out investigations into the various activities of 
the Authority under the direction of the Chief 
Accountant, 

Salary in the range £1,450-£1,700 plus Overseas 
Pay £300 per annum (where appropriate). Point of 
entry dependent on qualifications and experience, 
thereafter merit advances may be granted based on 
efficient service. The officer may also be eligible for 
Qualification Pay of £75 p.a. (non-pensionable). 

Appointment will be for one tour in the first 
instance. Thereafter subject to satisfactory service, 
employment will be on a permanent basis, and 
Officers will be eligible for membership of the 
Superannuation Fund. This is a non-contributory 
fund and members are entitled to a pension of approxi- 
mately one-fifth of their final salary for each ten years 
of service. Service of less than ten years entitles an 
officer to a gratuity of approximately 25% of the total 
of his basic and overseas pay during his period of 
service. It may be possible to retain existing pension 
rights with a proportionate adjustment in pension or 
gratuity entitlement from the Authority. 

The maximum tour is 15 months but normally 
9-12 months. Leave is earned on the basis of 7 days 
for every completed calendar month of service. For a 
short tour, maximum leave granted is nine weeks 
with two weeks travelling time. Any leave earned 
beyond this period is compensated for by a monetary 
payment. Free first class passages for Officer and Wife. 
Additional passages are also provided for Officers 
with families up to the value of a further two adult 
return fares. While children are maintained outside 
Nigeria, an allowance of £75 per annum is payable 
for up to two children under 18 years of age. 

Quarters furnished to a comfortable standard in- 
cluding limited cutlery, crockery and kitchen utensils 
are provided at a rental of 84°% of basic pay (maxi- 
mum £150 p.a.), or accommodation aboard ship. 

Outfit allowance £60, and free medical and dental 
services, free uniform (or reimbursement). Loans for 
car purchase, and allowance towards maintenance, 
plus mileage payments for official travel in approved 
cases. 

Write to the CROWN AGENTS, 4 Millbank, London, 
S.W.1, State age, name in block letters, full qualifica- 
tions and experience and quote M3B/43099/AD. 
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WATCH YOUR 
TALK 


A well-known publisher reports there is a simple tech- 
nique of everyday conversation which can pay you real 
dividends in both social and professional advancement 
and works like magic to give you added poise, self- 
confidence and greater popularity. The details of this 
method are described in a fascinating booklet, ““Adven- 
tures in Conversation,” sent free on request. 

According to this publisher, many people do not 
realise how much they could influence others simply by 
what they say and how they say it. Whether in business, 
at social functions, or even in casual conversations with 
new acquaintances, there are ways in which you can 
make a good impression every time you talk. 

To acquaint more readers of this magazine with the 
easy-to-follow rules for developing skill in everyday 
conversation the publishers have printed full details of 
their interesting self-training method in a 24-page 
booklet, which will be sent free to anyone who requests 
it. The address is Conversation Studies (Dept. ACC 
CS8), Marple, Cheshire. Enclose 24d. stamp for 


postage. 


ROUPS 


THREE INVESTMENT G 


SUBSCRIPTION SHARES 


(FIXED REGULAR MONTHLY SAVINGS) 


54% 


PAID-UP SHARES 37 


DEPOSIT ACCOUNTS 9% 7 
INCOME TAX PAID BY THE SOCIETY = 


HEAD OFFICES 


PROVINCIAL HOUSE ALBION STREET LEEDS 1 Tel. 29731/2/3 
London Office Astor House Aldwych W.C.2 Tel. Holborn 3681 


| EQUITABLE HOUSE MARKET STREET BRADFORD 1 Tel.29331/2/3/4 | 


A book that 
is different... 


ACCOUNTING 
PRACTICE 


by 


K. HALL WEST 
A.C.A., A.C.W.A. 


This is a new book which ranges over the field of 
accountancy from a new angle. 

It has regard to the problems of the accountant 
today in industry and commerce and as auditor, and 
it is addressed to both professional and commer- 
cial accountants, directors, secretaries and others. 

The book draws attention to some of the problems 
that exist in companies today, both accounting 
and costing, and it suggests starting points for dis- 
cussion on many points of practice which have 
been unchallenged for many years together with 
alternatives of principle and presentation. 

It has particular regard to the future and the 
need of companies to keep their financial positions 
as strong as possible. It does not call for standardi- 
zation but it does suggest that accountants should 
have a stronger and more positive philosophy than 
they have at present. 


PRICE 21/ 


Post free U.K. 21/9 


GEE & COMPANY (PUBLISHERS) LIMITED i 
27-28 Basinghall St, London, EC2. MONarch 5347-8 1 

copy(ies) of ACCOUNTING 
PRACTICE at 21/- net, 21/9 post free U.K. l 

(Block letters please) : 
(Block letters please) | 

Remittance £ is enclosed. Date-..—.-......-——. i 
Accy. 5/56 l 


BUILDING SOCIETY 
RESERVES OVER £4,000,000 | | 
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Classified Advertisements 


Two shillings and sixpence per line (average seven words). Minimum ten shillings. Box numbers one shilling extra. 


Replies to Box Number advertisements should be addressed Box No... 


. ACCOUNTANCY, Incorporated Account- 


ants’ Hall, Temple Place, Victoria Embankment, London, W.C.2, unless otherwise stated. It is requested that the 
Box Number be also placed at the bottom left-hand corner of the envelope. 


APPOINTMENTS VACANT 


THE SOCIETY'S APPOINTMENTS REGISTER 
Employers who have vacancies for Incorporated 
Accountants on their staffs and also members seeking 
new appointments are invited to make use of the 
facilities provided by the Society’s Appointments 
Register. No fees are payable. All enquiries should be 
addressed to the Appointments Officer, Incorporated 
Accountants’ Hall, Temple Place, Victoria Embank- 
ment, London, W.C.2. Tel. Temple Bar 8822. 


ACCOUNTANT, qualified and not over 35, required 
by motor vehicle distributors to take control of 
Accounts Department. Duties include preparation of 
departmental and final accounts. Promising position 
in expanding business. Pension scheme available. 
Salary according to experience and qualifications; 
minimum £800 p.a. to commence. Write giving full 
details of age, previous experience and salary re- 
quired to Secretary, RAY Powe Lt Fairlop Road, 
Leytonstone, E.11. 


ACCOUNTANT required by GOVERNMENT OF 
NORTHERN REGION OF NIGERIA for one tour 
of 12-24 months in first instance. Salary according 
to experience in scale (including inducement addition), 
either £780 rising to £1,680 with prospect of perma- 
nency, or £840 rising to £1,824 a year on temporary 
contract with gratuity at rate of £100-£150 a year. 
Outfit allowance £30-£60. Free passages for officer 
and wife. Assistance towards children’s passages and 
grant up to £288 annually. Liberal leave on full 
salary. Candidates, preferably not over 45, must have 
at least 5 years’ good accountancy in a bank, firm of 
Accountants, office of a city Borough Treasurer, 
financial branch of a Government Department or 
public company. They must have organising ability 
and be able to control staff. Possession of a recog- 
nised professional accountancy qualification an 
advantage. Write to the CROWN AGENTS, 4 Millbank, 
London, S.W.1. State age, name in block letters, full 
qualifications and experience and quote M1B/43070/ 
AD. 


ACCOUNTANT required to take charge Accounts 
Office of well-known wholesale hardware merchants. 
Some commercial experience desirable, e.g. credit 
control. Non-contributory Life Assurance and Pen- 
sion Scheme. Write details age, experience and salary 
to Secretary, BALDWINS (BIRMINGHAM) LTD. 


ACCOUNTANT/SECRETARY required for two 
companies in Southern Rhodesia. Young recently- 
qualified accountant with costing experience pre- 
ferred. Commencing salary £1,080 per annum, pas- 
sage paid. Full details to Box No. 360, c/o ACCOUNT- 
ANCY. 


ACCOUNTANTS! AUDIT CLERKS! BOOK- 
KEEPERS! If you have the necessary experience we 
can find a B R position for you from dozens 
now on our books, with no obligation to yourself. 
Phone or write: Hotmes BuREAU, 10 Queen Street, 
E.C.4. City 1978. 


ADMINISTRATIVE ASSISTANT required by 
national charity concerned with world-wide relief 
work; preference given to young man with account- 
ancy qualification and interest in statistics. Ability to 
control staff and conduct correspondence essential. 
Permanent progressive appointment, after trial 


period, with wide variety of interesting and satisfying 
work. Residence in Oxford area necessary. Write, in 
confidence, to General Secretary, Box No. 357, c/o 
ACCOUNTANCY, giving full details of qualifications, 
experience, age, salary expected, etc. 


MUST WE 
BE HEROES ? 


! 

' And fight the Fire Fiend 
; without NU-SWIFT? But why? Even 
i the Royal Navy don’t dothat. Please 
1 send us details of your wonderfully 
1 rapidand reliable Fire Extinguishers— 
: BEFORE IT IS TOO LATE! 


| Post NOW to Nu-Swift Led. 25 Piccadilly W.1. | 


In Every Ship of the Royal Navy 


ASSISTANT (male or female) with 2/3 years’ ex- 
perience required by practitioner (Feilow) with 
rapidly expanding practice. Opportunity of early 
responsibility for keen and intelligent applicant. Full 
particulars and salary required to A. Hone, CHRISTIE, 
BUCHANAN & Co., Midland Bank Building, 47-49 
Rye Lane, S.E.15. 


AUDIT CLERKS. Many vacancies waiting for Senior, 
Semi-Senior or Junior. Call Booru’s AGency, 80 
Coleman St., Moorgate, E.C.2. 


CHARTERED Accountants, London, with large and 
varied practice, require immediately a young qualified 
accountant. Good prospects for suitable man. No 
Saturdays. Full details to Box No. 349, c/o ACCOUNT- 
ANCY. 


CHARTERED or Incorporated Accountant aged 
between 25 and 30 required by British firm of Eastern 
Agents in Indonesia to be trained for position of 
Accountant in Djakarta. Free medical service, 
attractive pension scheme and living quarters pro- 
vided. First class passage and six months paid leave 
after three years service. In addition to the Rupiah 
salary which is sufficient to provide for all local living 
expenses in Indonesia, the following amounts will be 
paid in the U.K. during the first tour of three years— 
£30 per month, £35 per month, £40 per month, 
respectively. Applicants are invited to apply to Box 
No. 359, c/o ACCOUNTANCY, stating qualifications 
and details of previous experience. Interviews will be 
arranged for those candidates considered suitable. 


GROWING firm of Chartered Accountants in 
British Columbia requires recent C.A. graduates 
cr Incorporated Accountants for positions hold- 
ing forth good prospects for advancement. 
Applicants will be paid commensurate with 
experience and ability. 


Preference will be given to those considered to 
be partnership material. 
Vacancies available: 


TERRACE Chartered Accountant with 
comprehensive duties, with 
particular emphasis on re- 
sponsibility for staff super- 
vision. 

PRINCE GEORGE Senior staff auditor. 
KITIMAT Resident Manager. 
VANCOUVER Two staff auditors. 


Please address all replies and forward small 
photograph to A. P. GARDNER & Co., 1118 
Melville Street, Vancouver 5, B.C., Canada. 


UALIFIED ACCOUNTANT required by COLO- 

IAL DEVELOPMENT CORPORATION for 
pensionable post initially in London and later in 
Colonies. Applicants should be under 40, preferably 
with both professional and commercial experience. 
Starting salary from £1,250 to £1,500 p.a. depending 
upon experience. Apply giving full particulars quoting 
a No. 269 to Personnel, 33 Hill Street, London, 

elle 


QUALIFIED lady Accountant who would like to 
specialise in taxation required by City firm of Char- 
tered Accountants. Commencing salary according to 
qualification and experience. Write with full particu- 
lars to Box No. 362, c/o ACCOUNTANCY. 


SECRETARY/ACCOUNTANT required for group 
of Private Limited Liability Companies with head 
office in North West Durham town. Experience in 
compilation and presentation of final accounts and 
in Taxation, Secretarial practice and Company Law 
essential. Applications stating age, qualifications and 
experience, together with salary required. Box No. 
356, c/o ACCOUNTANCY. 


TRADE organisation in Manchester requires a 
qualified accountant to specialise in accounting and 
costing methods for the cotton industry. After a 
period of training the applicant will be required to 
assist in the organisation of training courses and to 
conduct research. Apply giving full details to Box No. 
361, c/o ACCOUNTANCY. 


VACANCIES available for qualified Accountants in 
South America, West Indies, Rhodesia, Kenya, Far 
East and the Continent. Call Bootn’s AGency, 80 
Coleman St., Moorgate, E.C.2. 


PRACTICES AND 
PARTNERSHIPS 


INCORPORATED Accountant 35, partner retiring, 
equipped City offices, gross fees £3,000, seeks arrange- 
ment or amalgamation with practitioner over 45, 
objectives expense, economy and continuity. Box No. 
354, c/o ACCOUNTANCY. 


INCORPORATED Accountant, age 53, after some 
years of professional work in South America, wishes 
to acquire a share in a small practice, preferably in 
Southern England. Would entertain offer of trial 
engagement with view to eventual partnership. Small 
capital available. Please reply to Box No. 358, c/o 
ACCOUNTANCY. 


INCORPORATED Accountant (27), qualified 1953, 
seeks a position with a professional firm in the 
Liverpool area which will lead to partnership or 
cree Box D 494, Lee & NIGHTINGALE, Liver- 
pool. 


WEST WALES Accountant needs assistant (45-52) 
with view to succession. Write Box No. 355, c/o 
ACCOUNTANCY. 


APPOINTMENTS 
REQUIRED 


A VACANCY may soon occur on your staff. Let¥us 
help to fill it as soon as possible. Phone or write: 
Homes Bureau, 10 Queen Street, E.C.4. City 1978. 


ARTICLED CLERKS 


REVISION TESTS by PERT for the Society’s 

exams. Model Answers spotlight your errors; Tutorial 

criticism fully explains them. PRe-EXAMINATION 

— Tests Ltp., 5 Beulah Road, Tunbridge 
ells. 


HOTELS 


FOR THAT EXAMINATION IN LONDON! 
Stay at the BONNINGTON HOTEL 
All rooms with central heating, telephone and radio. 
Quiet lounges for study 
Fully Licensed 

Room and Breakfast 29/6 
BONNINGTON HOTEL, SOUTHAMPTON ROW 

W.C.1 Tel. HOLborn 6525 


MISCELLANEOUS 


NAME PLATES FOR ACCOUNTANTS, in bronze, 
brass and plastics.—Send wording and size for free 
estimate and layout to ABBEY FTSMEN LTD., 78 
a Street, London, N.W.1. Tel. EUSton 


NAME PLATES FOR ACCOUNTANTS (in Oxi- 
dised bronze or brass) promptly engraved. Send 
words for full-size layout. Illustrated leaflet sent post 
free.—MaiLe & Son Ltp., 367 Euston Road, N.W.1. 


OLD ESTABLISHED Building Society with high 
reserves and liquid funds requires additional invest- 
ments to keep pace with its growing mortgage depart- 
ment. Applications for a limited number of invest- 
Ment agency appointments are invited from pro- 
fessional accountants. Write for particulars to 
Box No. 315, c/o ACCOUNTANCY. 


OLD ESTABLISHED mutual life assurance house 
wants a few men of initiative and integrity to act as 
agents. Accountants and book-keepers have the 
necessary knowledge and contacts to make business 
most profitable to us and them.—Further details from 
Box No. 328, c/o ACCOUNTANCY. 


WAKEFIELD COLLEGE OF INCOME TAXA- 
TION LIMITED offers SPECIALISED postal 
tuition for those who wish to SPECIALISE in Income 
Taxation. Course for the Associateship Examination 
of the Institute of Taxation. Also non-examination 
courses. Prospectus free from the Principal, Dept. 
A6, 29 Barstow Square, Wakefield. 
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| ALL ACCOUNTANTS SHOULD READ 


Che 
City Observer 


ESTABLISHED 1856 


TO LEARN THE BUSINESS WORLD'S 
VIEWS AND NEWS 


CONTENTS — APRIL 


Atoms Step Into Britain’s Fuel Breach 
Monopolies Commission’s Report 
Flashlight on Affairs 
City Men’s Bookshelf 
Round the World 
Company Reports 
City Comment 


THE CITY OBSERVER is the monthly 
paper of British business, reporting 
on company and tax matters, financial 
results and accountancy problems for 
industry, trade, finance and commerce. 


THE CITY OBSERVER enjoys national 
coverage. It is read by chairmen, 
directors, accountants, secretaries and 
top-executives in industry, trade, 
finance and commerce. Readers 
comprise members of the business 
hierarchy, which represents the most 
informed opinion and the highest 
income groups. 


THE CITY OBSERVER IS AN ARGOSY 
OF INFORMATION 


only 4d. each month: 
Subscription 6 sh. per annum post free. 


-~— 
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The City Observer 


Editorial and Advertisement Offices 


70 BLANDFORD STREET, 
PORTMAN SQUARE, LONDON, W.1. 


TELEPHONE: WELbeck 4088 | 


= 
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THE WORLD’S GREATEST 
BOOKSHOP 


* FOR BOOKS 4 


NEW, SECONDHAND, RARE 


Books 


ON EVERY SUBJECT 


Foyles have Departments for Music, Records, Stationery, 
Handicraft Tools and Materials, Magazine Subscriptions, 
Lending Library, Foreign Stamps, Children’s Books. 


JOIN THE BOOK CLUB! You buy best-selling Novels 
(published at 10/6, 12/6 & more) for ONLY 3/6. Write 
today for details! 


119-125 CHARING CROSS ROAD, 
LONDON, W.C.2 


GERrard 5660 (16 lines) Open 9-6 (inc. Sats.) 
Two minutes from Tottenham Court Road Station 


Hotels and Restaurants 


Since 1899 Hammersley, Kennedy & Co. have 
specialised in the sale and valuation of hotels 
and catering businesses, to the total exclusion of 
any other branch of estate agency. The partners 
are members of the leading professional bodies. 

Offices: 

19 HANOVER SQUARE, LONDON, W.1 
Telephones: MAYfair 6857 and GROsvenor 4950 


E. IRVINE HALLAS, A.C.A. 


7-9 QUEENSGATE, BRADFORD 
INSTITUTE AND SOCIETY EXAMS. 


Expert postal and oral tuition, based on 30 years’ 
experience in preparing candidates for these Exams. 
Painstaking criticism and marking of work and 
prompt return of all papers is guaranteed. Moderate 
Fees. Tuition adapted to meet precise personal needs 
of each candidate. Copies of over 800 signed letters 
received from past students will be sent on request. 
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OUTSTANDING 


ASSURANCE 


ESTABLISHED 1844 : 
LAw 
LIFE ASSURANCE SOCIETY 


20, LINCOLN’S INN FIELDS, LONDON, W.C.2 


Published by THE Society OF INCORPORATED ACCOUNTANTS at Incorporated Accountants’ Hall, Temple Place, Victoria Embankment, London, W.C.2, 
and Printed in Great Britain by THe SHENVAL Press, SIMSON SHAND Ltp, London, Hertford and Harlow. May, 1956. 
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